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TAKES CARE OF LETTERS MSZ 


ONLY ROYAL HAS IT! 


SIMPLE as turning on a light! 
With this startling, new fea- 
ture, the operator automati- 
cally changes margins to fit 
her typing! 

Executives may never have 
thought much about margins— 
or margin setting, either. But 
secretaries and typists have! 
They’ve had to “size up” every 
letter—then “set it up”—strug- 
gle with tedious hand-set mar- 
gin “stops,” waste time and 
tempers. 

FOR EXECUTIVES: That’s 
all over—in thousands of of- 
fices—in yours, if you say the 
word! MAGIC Margin sets 
margins by a flick of a finger 

. works wonders with re- 
ports and forms .. . helps 
every operator make every 
letter better! 
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CALL ROYAL ..- Give the 
New Easy-Writing Royal 
THE DESK TEST... it 
costs nothing. And it will 
prove everything. In your 
office, with your own opera- 
tors ... Compare the Work! 


With MAGIC Margin 
(a patented Royal fea- 
ture), the operator can 
instantly (1) 
left-and right-hand mar- 


arrange 


gins of any letter; (2) 
indent paragraphs and 
quotations; (3) set up 


any series of points; 
(4) work wonders with 
complex forms of every 
kind and shape. 

Royal Typewriter Com- 
pany, Inc., 2 Park Ave., 
New York. Factory: 
Hartford, Conn. 


*Trade-mark, Reg. U. S. Pat. Of. 


Copyright 1949, Royal Typewriter Company, Inc. 


seme ROYAL WORLD'S NO. 1 TYPEWRITER, 

















This New Electric Automatic Feed 
D-44 heads the Ditto liquid dupli- 
cator line. Ditto also offers a com- 


plete line of gelatin duplicators. 


_ COST SHEETS. 


Ditto D-44. 
Muktyplies. Office People 


@ To make the present office force 40% more effective 


is the same as hiring 40% more people—and that is 
exactly what Ditto does. x5 FREE! ....: sian 


Business moves on written or typed forms, and the of accounting forms, bulletins, 
order and billing sets in use today, 


bright, legible Ditto-made forms save man-hours, cut : ; sdk cénaaliliin Monaibinn ten 

human error, speed the job, magically. In accounting, prem ecnyhei ae 

order-billing, payroll and production alone, the cer- SSS New ‘Sennd de dasesiiiaiees 

tified saving ranges from 20 to 60%. EN ' Order-billing.”’ Authoritative, 
And the new Ditto D-44 with automatic electric <ORDERS:INVOICES= a 

feed is the ace duplicator. 300 or more bright copies SESS 

from one typed, written or drawn original . . . 70 : 

copies a minute . . . without type or stencil .. . on r--= ee CME tn oe es ao en 

any stock... in 1 to 4 contrasty colors at once. That’s | DITTO, Inc. 


performance! (Old duplicators, any make, are worth 2255 W. Harrison St., Chicago 
H Gentlemen: Without obligation please send me: 

cash on a trade-in.) Pigrag soa yy 

( ) “A New Trend in Accounting—Order-Billing.’ 


But you must see the work and examine the Ditto 
( ) Arrange a Ditto demonstration for me. 


Methods to realize Ditto’s usefulness. Use coupon 
for idea-literature, and actual forms in use today. 
They have pointed the way to personal opportunity 
for many executives! 


My Name 
Company 
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Accountants Society, Inc., here shown. 


The sixteen Certified Public Accountants com- 


posing the I.A.S. Faculty are actively engaged in 





























preparing text material, giving consultation service, 
or grading students’ papers. Some give their time 
and attention exclusively to I.A.S. work. Others 
who are in actual practice of public accounting or 
corporation accounting, devote only part time to 
the work. Each subscriber secures the advantage 
of having his examinations handled by instructors 
from both groups. 

The forty members of the Advisory Board are 
outstanding Certified Public Accountants, business 
executives, attorneys, and educators, who counsel 
with the I.A.S 


respect to technical accounting, educational, and 


management, upon request, with 


business matters. 

The uniformly high caliber of the men who 
compose the I.A.S. Staff is in itself eloquent testi- 
mony as to I.A.S. training. The cooperation of 
Staff members in various advisory and consulting 
capacities provides the practical, broad viewpoint 


which is so necessary in adult education. 
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When you are asked to recommend 


an ACCOUNTING COURSE 


"T 40 help you in making suggestions, when asked by employees or by personal acquaintances to suggest a 


plan of accounting training, your attention is called to the educational organization of the International 


The five men composing the Executive Educational Committee are responsible for I.A.S. educational 


activities and policies, with particular reference to text material, research, standards, and technical methods. 













Educational Organization 


EXECUTIVE EDUCATIONAL 
COMMITTEE 


JOHN T. MADDEN 
C.P.A., B.C.S., A.M., Sc.D. 


President, International Accountants 
Society, Inc. ; Dean, School of Com- 
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York University; Former President, 
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President, American Association of 
Collegiate Schools of Business. 


DEXTER S. KIMBALL 
M.E., LL.D., D.Sc. 


Chairman, Board of Directors, Inter- 
national Accountants Society, Inc. ; 
Dean Emeritus, College of En zineering, 
Cornell University; Former President, 
American Society of Mechanical En- 
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Former Chairman, Board of Direc tors, 
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Director, Department of Mana ement, 
New York U niv ersity ; author o “Office 
Management”’ and ‘other textbooks. 


——_ P. ELLIS 


Bs: Public rhs ts gO 
Member of Faculty, International / 
countants Society, Inc.; Chairman, Il. 
linois Chamber of C ommerce ; Former 
President, American Society of Certi- 
fied Public Accountants ; Former Pres- 
ident, Executives Club of Chicago. 


STEPHEN GILMAN 
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Vice President and Educational Direc- 
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of Profit,” “ Analyzing Financial State- 
ments,”’ “Principles of Accounting,” 
and numerous technical articles on ac- 
counting and allied subjects. 


FACULTY 
Stanley E. Beatty, C.P.A. 
A. C. Bischel, C. P.A. 
Harold W. Boedeker, C.P.A. 
George P. Ellis, C.P.A. 
C. W. Emshoff, C.P.A. 
Stephen Gilman, COPA. 
John A. Hinderlong, C.P.A. 
James W. Love, C.P.A. 
Paul H. Moore, C.P.A. 
C. E. Packman, C.P.A. 
Russell C. Swope, C.P.A. 
G. E. Taylor, C. P.A. 
J. G: Beery, © PA. 
G. S. West, C.P.A. 
Harry G. Westphaln, C.P.A. 
Earl R. White, C.P.A. 


ADVISORY BOARD 
Aude 1. Baldwin, C. .> 
R. W. Barrett, A. ne LB. 
Bruce Barton 
Wilford A. Beesley, C.P.A. 
Reynold E. Blight, C.P.A. 
C. N, Carter B., CPA. 
Geoffrey 8. Childs, B.C.S. 
. Christian, CPA. 
Wi liam B. Cornell, M.E. 
James A. Councilor, C.P.A. 
Albert J. Derbes, C’P.A. 
C. E. Dietze, LL. < ye C.P.A, 
William Dolge, C s 
Rodney S. Durkee 
T. H. Frankling, C.G.A 
Lee Galloway, .Sc., Ph.D. 
Gilbert B. Geiger, C.P.A. 
H. Hammarstrom, C.P.A. 
James F. Hughes, C. P.A. 
F. H. Hurdman, B.C.S., C.P.A. 
Harry M. Jay, C.P.A. 
David A. Jayne, e. on 
Roland B. Keays, C FA. 
Dexter S. Kimball, M.E., LL.D., D.Sc. 
B. Lichtenberg, M.C.S. 
ests E. Lunsford, C.P 
B. McGladrey, C.P 
D. A walter Morton, Ph. a. CPA, 
F. W. Morton, C. PA 
Herman C, J. Peisch, C.P.A. 
J. A. Phillips, CEA. 
Paul W. Pinkerton, C.P.A. 
Hy Lee Rawlings, C.P.A. 
F. E. Roberts, PLA. 
Lawrence W. Robson, F.C.A, 
Roscoe Seybold, B.S. 
John C. Shelly, C.A. 
R. Smethurst, jr., C.P.A. 
F. H. Sommer, ‘D., 


ELD. 
A. C. Upleger, B.C. S., C-P.A. 











riLitinets 


To provide additional information which may be of value to you when asked to recommend a training plan, we shall 
be glad to mail you, upon request, a copy of our 52-page booklet “ACCOUNTING — 


INTERNATIONAL ACCOUNTANTS SOCIETY, Ine. 
A Correspondence School Since 1905 
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“CONTROLLERSHIP” 


Orders for copies of the book which has been titled ‘‘Controllership, Its Functions 
and Technique’’, have been pouring into the office of The Controllers Institute of 
America during the past month, in response to an announcement of its forthcoming 
publication which was made in May. The manuscript is just now going to the printer, 
and the book probably will not make its appearance until early August. It will be a 
bound volume, of more than one hundred and fifty pages in length. 

The book is to be published by The Controllers Institute of America, as was an- 
nounced in the May number of ‘’The Controller.’’ It will serve to bring together under 
one cover the wealth of material which has been developed by The Institute during the 
past nine years, in which controllership as a calling was emerging from the haziness 
and confused thinking which had enveloped it for many years, and was taking its place, 
boldly outlined and clearly defined, as a most useful tool of management. 

This book brings together for the first time information as to what controllership is, 
what a controller does, what tools he works with, what his relations are with public 
accountants, and with governmental bodies; his part in the formulation of company 
policies, and in management; his interpretive function; and what reports he makes and 
in what form. 

It is but natural that The Controllers Institute of America should have this infor- 
mation, and that it should be the agency to make it available to the business public. 
The importance of controllership has been expanding so rapidly in many directions 
that there are few, other than those actually engaged in it, who know all about it, or 
are acquainted with all its ramifications and growth. 

This book is intended to be useful to controllers, to their staff men, to bankers, 
business executives, corporate directors, and attorneys; to university instructors and 
their students; to public accountants and important members of their staffs who want 
to know more about controllership; and to all those whose work touches on that of the 


controller. 
IT THROWS MUCH LIGHT ON 
CONTROLLERSHIP. 


The book will be priced at $2 
to non-members of The Controllers Institute of America 


One copy of the book will be sent without charge to members of The Institute as a 
part of the service rendered by the organization. 


ORDERS ARE BEING RECEIVED. USE THIS BLANK. 





CONTROLLERS INSTITUTE OF AMERICA 
One East Forty-second Street 
New York City 


Enclosed find $ (check, money order) for copies of 


“Controllership, Its Functions and Technique” for delivery on publication. 


Name 





(Please print) 





| Company | 





| Address 

















Recent Publications 


CONTROLLERS 
INSTITUTE OF AMERICA 


“War Problems of Business As the 


Controller Sees Them.” A report 
of the discussions of a group of 
one hundred controllers, in Con- 
ference January 5, 1940. 


“Suggestions for Improvement in the 


istration Thereof.” Report of the 
Committee on Cooperation with 
the Treasury Department, of The 
Controllers Institute of America. 
October, 1939 20Pages $1.00 


“Budget Methods and Procedures of 
Manufacturing Companies.” A re- 
port of a Conference of Control- 
lers. 


June, 1939 $1.00 


40 Pages 

“Interpretations of the Fair Labor 
Standards Act.” A report of a 
Conference of Controllers. 
November, 1938 


Earlier Publications 
(Still in Print) 


“Budgeting for Control.” An address 
by Henry D. Minich, Chairman of 
Research Council. 

1932 16 Pages 25¢ 


“Appraisals and Property Account- 
ing.” Address delivered to New 
York members by Harold Vinton 
Coes, of Ford, Bacon & Davis, Inc. 
1932 12 Pages 50¢ 


Year Books 


1932, 1933, 1934, (1935 and 1936 
out of print) 1937, $2.00. 1938, 
$2.50. Year Book of 1939, $2.50. 


“The Controller” 


All issues since February, 1934, to 
date, with exception of May, 1934, 
February, 1936, September, 1937, 
May and October, 1939 issues, which 
are out of print. 50¢ Each 


Duties of Controller 


A single sheet, presenting the defini- 
tion by The Controllers Institute of 
America, of the duties of a control- 
ler. 


Sent free upon request. 





24 Pages 75¢ | 
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Ldttortal Comment 


OME well defined trends are to be noted in the 

relations between controllers and various per- 
sons and agencies with whom they come in contact 
in their routine work. These persons and agencies 
include other officers and directors of their com- 
panies; governmental agencies, and public account- 
ants. The trends have developed rapidly in the last 
decade, during which period controllers formed 
their national organization and provided themselves 
with means to study their problems intelligently, and 
to make known their conclusions with respect to 
many important phases of their work. It is well to 
take stock of these trends and to note the effect of 
these changing conditions and practices. 

Before the enactment of the many laws regulating 
details of business practices and accounting proce- 
dures, and prescribing the making of numerous and 
voluminous additional reports to the Government— 
laws which the New Deal turned out so rapidly over 
a short span of years—controllers of business con- 
cerns had practically no contacts with governmental 
agencies, except the Treasury Department with re- 
spect to tax returns, and were practically unknown 
to Congress and to the governmental lawmakers, de- 
partments, and commissions. The newly enacted 
regulatory laws almost without exception contained 
provisions of such a character that they fell auto- 
matically within the realm of the controller. Cog- 
nizance of that situation was taken by The Control- 
lers Institute of America by adding to its definition 
of the duties of the controller a paragraph which 
reads: 

“The preparation or approval of the regulations 
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or standard practices required to assure compliance 
with orders or regulations issued by duly constituted 
governmental agencies.” 

That business concerns do have controllers and 
that they do carry heavy responsibilities and perform 
well defined duties is now known and recognized 
by the lawmakers and heads of executive depart 


ments and commissions in Washington, and in some 


of the states. This is one marked change, one well 


defined trend, which may be recorded. It applies§ 


with equal force to such non-governmental agencies 
as the New York Stock Exchange. 

Within the ranks of company officers and direc. 
tors a similar trend and comparable changes art 
noted. It was but natural that the new responsibil. 


ities which were placed on controllers of business§ 


concerns as a result of the new federal laws enacted, 


beginning in the spring of 1933, should give: con-§ 
trollers a new and higher ranking in their companies 
than they had ever had, and that officers and direc § 


tors of companies should take note of the increased 
usefulness of controllers to management. Within 
the past two years events have served to emphasizt 
the reliance that companies must place on their con 


trollers for conservation of company assets, correct 
accounting, thorough auditing, and the making olf 
comprehensive reports to management, stockhold§ 


ers, and governmental agencies. These developments 
nave served to place controllers on a still higher 
plane than ever before envisioned. 


It is perhaps in controllers’ relations with public 


accountants that the greatest changes have been and 


are taking place. It is a fact that in earlier days pub 
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lic accountants performed many of the functions of 
a controller, as they are envisioned today, for a great 
majority of companies, including many of the large 
concerns. Practically all questions of an accounting 
character were decided by public accountants. Many 
companies relied on public accountants to prepare 
their financial statements, to which the accountants 
later attached their certificates, thus serving in a dual 
capacity. 

This practice of first preparing financial state- 
ments and later certifying them is now frowned 
upon by the Securities and Exchange Commission, 
which holds that public accountants can not be on 
both sides of the fence. Their status as independent 
auditors is lost when such situations prevail, accord- 
ing to the Commission. This subject is well pre- 
sented by Mr. WILLIAM W. WERNTzZ, chief account- 
ant of the Commission, in a paper which is 
reproduced in this issue of THE CONTROLLER. Previ- 
ously the same point had been made by Honorable 
Ropert E. HEALY, of the Securities and Exchange 
Commission, in an address to a controllers’ meeting. 

The Commission is in a position to enforce this 
point of view in the cases of companies which are 
subject to its jurisdiction, but it is a fact that there 
are thousands of companies not subject to such juris- 
diction for which public accountants are serving in 
this dual capacity by making up the statements, after 
first doing most of the internal auditing, and later 
certifying the statements, or its present day equiva- 
lent, which is merely the making of a report. These 
are for the most part smaller companies which do 
not feel that they can afford to employ controllers, 
and thus do not have the facilities to perform this 
work internally. 
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The trend here is for business concerns which are 
large enough to do so gradually to take back into 
their own hands controllership functions which for- 
merly were performed by public accountants. It is a 
trend which is natural, in view of developments in 
this field. It is a trend which can be followed with- 
out giving offense to public accountants, and with- 
out lessening the volume of their work or depreciat- 
ing its value. It comes about through the careful 
drawing of the line between the functions of a con- 
troller and those of a public accountant, the assign- 
ment to a competent controller of specified duties, 
and the delegation to him of corresponding author- 
ity. To the credit of the public accounting profes- 
sion it may be said that it is cooperating whole 
heartedly with controllers in coming to an under- 
standing with them as to the part that these two im- 
portant groups must play for the betterment of busi- 
ness procedures, for the proper recording and re- 
porting of business transactions and results, for the 
prevention of duplication of auditing work, and for 
the protection of corporate assets,—and thus the 
interests of stockholders. 

It must be noted, and not without satisfaction on 
the part of controllers, that these changes have taken 
place not because controllers have sought them or 
asked for them, but as a result of developments 
which they themselves had no hand in bringing 
about. Controllers have merely done well what they 
have been called on to do. There is much more to 
follow, apparently, along the lines indicated. Con- 
trollers must prepare themselves for these responsi- 
bilities, must be always looking ahead, studying, and 
making themselves ready to give a good account of 
controllership. 
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Lawmakers and Investing Public Rely 





More and More on Controller’s Work 


Since Judge Robert E. Healy in early 
1935 appeared before your New York 
City Control and sought to answer the 
questions you had prepared about the 
new Form 10 and the even newer 
Form A-2, much has happened. State- 
ments have now been filed with us for 
six years. We have had to discuss 
with many of you a great many ac- 
counting problems. We have sought 
your advice in reexamining our re- 
quirements and in seeking to improve 
them. We have ‘‘cashed in” on your 
offer of assistance and cooperation. We 
have sought also to fulfill our offer to 
discuss frankly with you your individ- 
ually vexing problems at any time— 
before or after filing. 

So much has been written and said 
in the past few years, and especially in 
the past few months, about the duties 
of controllers and public accountants 
that it is difficult to add wholly new 
thoughts or novel departures to the 
discussion. I have therefore sought to 
summarize, from our point of view, 
the distribution of responsibility in 
the joint effort to secure comprehensive 
and dependable financial statements 
for investors. 

In effect, the two statutes, the Se- 
curities Act and the Securities Ex- 
change Act, approach this objective by 
setting up a Commission with power 
to prescribe forms and rules of ac- 
counting and to review material filed, 
and by requiring publicly owned com- 
panies, whose securities are listed or 
to be sold in interstate commerce, to 
file financial statements under appro- 
priate sanctions. Such statements must 
be certified by independent public ac- 
countants. This three-point approach 


led me to the title of this paper—‘‘In- 
dependence and Cooperation.” 
Independence is defined as “‘free- 
dom from control by others’’ ; coopera- 
tion as ‘operation together for a com- 
mon object.” Both of these are needed, 
if the objective is to be obtained: in- 





By William W. Werntz 


dependence, to ensure freedom from 
intentional or unconscious bias, to give 
due weight to different factors, and to 
gain a cross-checking of results; coop- 
eration, to secure economy and har- 
mony of effort. 


THE COMMISSION 


I shall take first the role of the Com- 
mission. It seems to me that our con- 
tribution lies in the field of providing 
workable forms and rules, establishing 
thereby a minimum standard. In draft- 
ing the basic rules and forms the ex- 
perience and knowledge of manage- 
ment and public accountants has been 
sought and to a very large extent in- 
corporated in the final drafts. Exami- 
nation of the statements filed is the 
next step. If specific requirements or 
generally accepted standards of prac- 
tice have not been observed, it is our 
obligation to take exception by appro- 
priate action. Unless the deficiency is 
remedied, or an apparent deficiency ex- 
plained away, it is our duty to apply 
the statutory sanctions of stop-order, 
delisting and, in appropriate cases, ref- 
erence for criminal proceedings. 

A by-product of the duty to pre- 
scribe standards is naturally the duty 
to foster their improvement by te- 
search, consultation with registrants 
and accountants, and adoption of new 
rules and requirements—sometimes in- 
corporating advances already won, 
sometimes resolving conflicts, some- 
times initiating improvements which 
have substantial support but which are 
impeded by inertia or special interest. 


THE ISSUER 


In any discussion of the responsibil- 
ity for accuracy and truthfulness in 
financial statements, it is easy to over- 
look the fundamental fact that in the 
usual case it is the corporation itself 
which is selling securities or furnish- 
ing information for others to rely upon. 
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This fact is underscored in Section 11 
of the Securities Act which, in specific 
language, denies to the issuer the de- 
fense of reasonable belief in the truth of 
the statements that is accorded those in- 
dividuals who sign the statement or who 
as experts participate in their preparation. 

However, except for an issuer who 
is a natural person, and they have been 


exceedingly rare, it is the officers and 


directors, individually and collectively, 
who must see to it that the issuer's in- 
terests are protected and its obligations 
fulfilled by financial statements which 
are free from misstatements and mis- 
leading omissions. This obligation of 
the management and directors does 
not spring from these Acts but is fun- 
damental in all corporate law. 
Realistically, however, the average 
director, as well as most of the officers, 
is not in a position to say that particu- 
lar statements are in fact accurate and 
complete in their reflection of the busi- 
ness. Gross misstatements might be ap- 


parent to him from his general knowl. 


edge of the business, or by reason of 
inconsistency with previous statements 
he has seen. Or, familiarity with mat- 
ters directly in his charge might un- 
cover misstatements or Omissions in 4 
particular field. But here as elsewhere 


the greatest reliance is placed on thef 


corporate machinery for the production 
of information about the business. 
This department is ordinarily the pe 
culiar province of the controller. 


It is not without reason, therefore, 
that the Securities Act requires the sig-§ 
nature of the controller or principal f 


accounting officer and that annual te 


ports which must be signed by an av 
thorized representative of the issuet,§ 


are more and more frequently signed 
by controllers. 


and accurate history of the business. 














In practice as well af 
in theory the division of duties within} 
the company throws upon the ofhce§ 
in charge of accounts and accounting § 
the burden of writing an informativey 
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CONTROLLER HoLps KEy To SOUND 
CORPORATE ACCOUNTING 


As Judge Healy once said, “. ... 
it can not be denied’ that the controller 
is the man who holds the key to sound 
corporate accounting. It is his system 
upon which adequate corporate report- 
ing ultimately rests.” 

I think that controllers have not in 
any way sought to shift this burden. 
The atmosphere of nearly every con- 
ference I have had, including those 
which were highly argumentative, has 
been: “These are my accounts; I am 
proud of them; but if you have any 
doubts or question any of the princi- 
ples, let us discuss them; I want to 
present the most informative and most 
accurate picture that I can.” 

In principle, this is the basis upon 
which Congress and the investing pub- 
lic have come to rely more and more 
on the controller's work. Such reli- 
ance, however, assumes the existence 
of certain conditions, and raises cer- 
tain problems in practice. These I 
should like to discuss briefly. 

What is a controller. Because of its 
newness the business and legal posi- 
tion of the controller is by no means 
settled. In one company, the control- 
ler is indeed the chief accounting offi- 
cer; in another his functions may be 
narrow and his authority slight or in- 
effective. In defining what his position 
should be, opinions differ. Some ascribe 
to him a position wholly managerial 
in viewpoint, others would divorce 
him from actual management, so that 
he becomes a reporter and a critic of 
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the way in which management has ex- 
ercised its discretion. Some ascribe to 
him special duties and responsibilities 
to stockholders and creditors, others 
maintain that he has no such special 
duties and relations, that he is an em- 
ployee of the corporation, which alone 
has duties and responsibilities to out- 
siders. While it is too soon to predict 
the outcome of these conflicting pro- 
posals, some of the essentials to any 
solution seem clear. 


CONTROLLER SHOULD BE AN 
OFFICER 


First, the controller or person charged 
with responsibility for the accounts should 
be an officer. His duties and powers 
should be so described in the by-laws that 
his position will not be subject to arbi- 
trary modification or emasculating inter- 
pretation by his co-officers. He should be 
an elected officer, or one appointed, not 
by some other officer, but by the directors. 

Second, his duties and his authority 
should be commensurate with his respon- 
sibility, in order that he may have at hand 
the tools with which to work. 

Third, incompatible functions or duties 
should not be combined in his office. In- 
evitably a person who is directly charged 
with the administration of particular op- 
erations and is responsible for their 
profitable conduct is not in an unpreju- 
diced position when he comes to record 
and report on the results of his depart- 
ment. 

Fourth, he should be independent of 
other management officials in his determi- 
nation of how the records should be kept, 
what checks and safeguards are necessary 
for reliable accounts, what accounting 
principles should be followed, and, per- 
haps most important of all, in his deter- 
mination of what the actual results of 





available in the past. 
This is worth careful reading. 





VERY time a representative of the Securities and Exchange Commission 

speaks or writes about controllers and what is expected of them by the 
Commission, by business executives, and by the investing public, additional light 
is thrown on the responsibilities of controllers, and on just how the work of con- 
trollers dovetails with that of public accountants. 

Much can be learned from this paper by Mr. William W. Werntz, chief 
accountant of the Commission, and an attorney as well. 

It is sound teaching, which fits well into current thinking of controllers, and 
should serve to clarify the understanding of all who are concerned with accu- 
rate recording and reporting of business transactions, and particularly with 
simplified and less expensive audits by public accountants than have been 


The paper was presented by Mr. Werntz before the New England Conference | 
of Controllers on June 7, at Swampscott, Massachusetts. 
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operation are. To secure such independ- 
ence, his general reports should be ren- 
dered to the board without change by 
other officials. To my mind this concept 
of his duties is not at all incompatible 
with requirements for rendering service 
to management by the preparation of spe- 
cial reports, nor with the obvious neces- 
sity of cooperation and consultation on 
mutual problems. What must be main- 
tained, it seems to me, is the finality of 
his considered judgment on the matters 
mentioned, subject of course to the re- 
view of the board of directors. 

Fifth, the controller’s staff should be 
adequate. This is not of the same order 
as the first four points, but it is not less 
important. The very increase in the scope 
of the controller’s duties carries with it 
a possibility of danger that only the con- 
troller himself may properly guard 
against. I have in mind the possibility 
that in discharging his manifold duties 
he may become personally so engrossed 
in the details of his numerous activities 
or be occupied with so many varied roles 
as to lose sight of the forest. As an execu- 
tive officer one duty that can not be min- 
imized is that of integrating the various 
portions of his work so that the whole 
may be harmonious. In some recent cases 
we have found that this danger is only 
too real. 


THE INDEPENDENT PUBLIC 
ACCOUNTANT 


The problem of distributing respon- 
sibility between the issuer and its con- 
troller on the one hand and the cer- 
tifying accountant on the other is often 
summed up in the question: ‘Whose 
balance sheet is it?’ This has been the 
subject of much discussion. Account- 
ants who take the position that the 
balance sheet is that of the company 
have frequently pointed for support 
to the opinion of the Commission in 
the Interstate Hosiery Mills case where 
it was said: 

“The fundamental and primary respon- 
sibility for the accuracy of information 
filed with the Commission and dissemi- 
nated among the investors rests upon 
management. Management does not dis- 
charge its obligations in this respect by 
the employment of independent public 
accountants however reputable. Account- 
ants’ certificates are required not as a sub- 
stitute for management’s accounting of 
its stewardship, but as a check upon that 
accounting.” 


Others have urged that the public 
accountant often draws up the state- 
ments, sometimes indeed supervises or 
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carries out much of the detailed work 
of adjusting or even preparing the un- 
derlying records, and that as a result 
the statements are his. I think the 
problem can not be discussed intelli- 
gently in terms of such a question, 
which is at best ambiguous, and which 
fails to state the real issues—who is 
responsible for misstatements and 
omissions and what is the extent of 
that responsibility. 

While it is obviously possible for 
an independent accountant to start 
from scratch and prepare statements 
which represent throughout his own 
judgment and his own appraisal of 
conditions, this is not frequent. 

Ordinarily, the company’s internal 
accountants have drafted the state- 
ments or are responsible for the raw 
data that the independent accountant 
recasts in the form of statements. In 
these cases, the original decisions are 
those of the issuer and its internal ac- 
countants, not those of the certifying 
accountant who operates in a review- 
ing capacity but who, I am told, some- 
times challenges those decisions. It is 
this usual case that I think is contem- 
plated when the statute speaks of “‘cer- 
tified financial statements,’ for then 
the principle of cross-check by separate 
and independent examination is in full 
operation. 

Placing responsibility for the state- 
ments upon the issuer does not in any 
way lessen the obligations of the ac- 
countant. Other paragraphs in the In- 
terstate opinion, not quite so fre- 
quently quoted by accountants, make 
this abundantly clear. The represen- 
tations made by the accountant who 
permits his name to accompany finan- 
cial statements included in reports to 
the Commission are to my mind these: 


WHAT ACCOUNTANT’S SIGNATURE 
IMPLIES 


First, that he is a public accountant 
in good standing and entitled to prac- 
tice as such in the place of his residence 
or principal place of business; that he 
has met those requirements of training 
and experience which are prescribed by 
law; and that he is therefore entitled to 
represent himself as one whose profes- 
sion gives authority to a statement made 
by him. 

Second, that he has made an audit 
which in scope and procedures followed 
would be recognized by members of his 
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profession, generally, as an adequate 
basis upon which to rest a professional 
opinion as to the fairness with which the 
statements represent the business, and 
that except as specifically noted otherwise 
there has been no omission of any proce- 
dure which independent accountants 
would ordinarily employ for the purpose 
of presenting comprehensive and de- 
pendable financial statements. 

Third, that he has expressed his pro- 
fessional opinion as frankly and fairly 
as he can. 


There is one class of cases in which 
the significance of the cross-check by 
issuer and accountant becomes particu- 
larly plain. Occasionally it will be 
found that statements have been pre- 
pared by the accountant and that the 
accountant has been charged by the 
company with the duty of supervising 
its accounting system and selecting and 
applying its accounting principles—in 
brief, the primary accounting duties of 
the management have been delegated 
for performance to an outside account- 
ant. 

Perhaps the company’s employees 
may perform some of the physical 
work of preparing the records, and in 
a general way the officials may review 
the final statements, but essentially the 
accountant is doing the work and mak- 
ing the decisions ordinarily attributed 
to the officers of a company. 


ACCOUNTANT CAN Nort PLAy 
Two ROLEs 


To my mind there is grave doubt 
whether statements accompanied by a 
certificate of the accountant involved 
would satisfy the statutory standard of 
certified financial statements. If the 
work be attributed to the accountant 
as an independent public accountant, 
then the obligations of the issuer have 
not been discharged; if the manage- 
ment be considered to have discharged 
its duties through delegation to a com- 
petent agent, the accountant, then the 
requirement of certification by an in- 
dependent public accountant is not met, 
for the same accountant can not be two 
men, nor can he play both roles. 

I think this issue has never been as 
sharply raised as the hypothetical case 
cited; but in not a few instances the 
line of separation has been blurred. 
Nearly the same point is raised by the 
grosser cases involving lack of inde- 








pendence on the part of the certifying 
accountant. The purpose of the statu- 
tory requirement of independence is 
clear. As opposed to subservience, 
there is no question that it is essential, 
if any true ,cross-checking is to be 
obtained. In short, the greatest bene. 
fit for the issuer and for the persons 
who are asked to rely on the certified 
statements will not be obtained unless 
the auditor's approach is completely 
objective, free from bias, and devoid 
of any entangling affiliation. 


COOPERATION 


I have sought to outline briefly the 
roles assigned to each of the partici- 
pants in the joint quest of compre- 
hensive and dependable financial state- 
ments—the issuer, the independent 
certifying accountant, and the Commis- 
sion. I have alluded briefly to some 
of the ways in which the cooperation 
of issuers and accountants has been 
sought and found valuable by the 
Commission in the discharge of its 
duties. There remains the question of 
cooperation between the issuer, usually 
in the person of the controller, and 
the public accountant. As to this, | 
should like to point out a few specific 
problems in the solution of which ef- 
fective cooperation would prove most 
helpful in reaching the joint objective. 

Recent events have resulted in the 
glittering generality that investors 
should be educated as to the limita- 
tions inherent in certified statements. 
For a considerable number of years ac- 
countants have sought to spread in- 
formation as to the character of the 
work they do in the course of a normal 
audit, its advantages and its limita- 
tions. I have also seen attempts by 
companies to do this. Included in one 
annual report was a brief description 
of what the management had asked the 
accountants to do and a non-technical 
description of the nature of the work 
which the accountants did, both with 
a view to aiding the reader to under- 
stand the purpose of the annual audit 
and its significance. Since investot 
education is vital to a sound financial 
and investment community, coopera: 
tion to that end is essential and_prac- 
ticable. 

Recent events have also resulted in 
a great deal of discussion on how (0 
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prevent gross irregularities, such as 
those that appeared in the McKesson, 
Interstate, Monroe Loan, and similar 
cases. The problem has been debated 
before professional societities of ac- 
countants, controllers, and others, in 
educational circles and in accounting 
forums. Many specific suggestions 
have been made of procedures designed 
to prevent the recurrence of such ir- 
regularities. Some of these have been 
incorporated in reports by professional 
accounting societies and the New York 
Stock Exchange. The Commission it- 
self is engaged in preparing a general 
report based upon the McKesson case, 
which will likewise include specific 
recommendations. 


DESIGNING ACCOUNTING PROCEDURE 


Nowhere to my mind does the pos- 
sibility of close cooperation between 
controller and public accountant ap- 
pear more clearly than in designing an 
eficient method for recording and an- 
alyzing the transactions of a company 
in such a manner as to insure the de- 
pendability of the accounting records. 
To this problem the controller brings 
primarily, it seems to me, his intimate 
knowledge of the company’s way of 
doing business, the personalities in- 
vo ved, and a thousand and one other 
details of the particular company. To 
this problem the independent account- 
ant brings an objective outside point 
of view tempered by his experience 
with other clients and by his knowl- 
edge of what he needs in order to be 
able to give an informed opinion as 
to the financial condition and the re- 
sults of operations. The decision as 
to what is necessary to insure reliable 
teporting in the particular case must 
rest ultimately with the controller. 
However, since the public accountant 
must in a large corporation rely ex- 
tensively on the information produced 
by the accounting system, one of his 
first duties in making his examination 
of the company’s affairs is to review 
anew the accounting system of the 
company and its methods of insuring 
the reliability of its records. 

This review, since it encompasses 
not only a study of the procedures de- 
signed but also the actual way in which 
those procedures have been carried out 





and the results which they have pro- 
duced, should result in an intelligent 
appraisal of the company’s methods. 
This in turn should serve as a basis 
for further cooperation between the 
controller and the independent ac- 
countant looking toward the strength- 
ening of weak points that have de- 
veloped, toward the introduction of 
new procedures to care for new condi- 
tions, and toward the general stream- 
lining of the company’s accounting 
methods. 


INTERNAL CHECK AND CONTROL 


In recent months this subject of in- 
ternal check and control has received 
so much consideration that an histor- 
ical digression may not be out of place. 
Present interest in the subject is so 
lively that the uninitiated might be- 
lieve that internal check and control 
is a new discovery. However, a volume 
published in 1892 reproduced an audit 
program of one David Chadwick, 
F.C. A., an accountant of fifty years’ 
practical experience. One item in the 
list of twenty-two on this gentleman's 
program is perhaps of interest, since it 
advised the auditor to ‘‘ascertain and 
take note of the general system upon 
which the books are constructed, and 
the plan of checking the correctness of 
the accounts paid.” 

It is obvious that professional au- 
ditors in examining the accounts of 
modern industrial empires can not 
practicably scrutinize all the numerous 
transactions. The question then is not 
whether independent public account- 
ants may rely upon internal control, 
but what is internal control, how is it 
set up, how may it be strengthened, 
how can management periodically as- 
certain whether it is being faithfully 
carried out, and, most important in 
the preparation of certified statements, 
how can the auditor ascertain whether 
in a particular case there is justification 
for relying on it. 

Cooperation of the controller and 
the auditor in this field is perhaps 
more essential than in any other, for, 
if internal control fails, the financial 
statements and the opinion of the au- 
ditors are of doubtful value. Design- 
ing a system of internal control, check- 
ing that system to test its efficiency, 
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and revising it to meet shifting condi- 
tions are peculiarly within your own 


province. Subjecting it. to an impar- 
tial independent and expert analysis is 
peculiarly within the province of the 
independent accountant. His is the 
duty of determining by actual observa- 
tion that the internal check and control 
is adequate. He must watch the sys- 
tem work and he must test the paper 
results it produced against the physical 
facts so far as he is capable, and so 
far as that is practicable. Unless he 
has done this, he is not justified in ac- 
cepting its product, and a good part 
of the value of his opinion is lost. De- 
signing the system and maintaining it 
in good working order seems to me a 
joint undertaking of the internal ac- 
countant and the outside accountant 
to assure that under modern complex 
business conditions comprehensive and 
dependable financial statements may be 
obtained for investors and stockholders. 


PLANNING THE AUDIT 


No discussion of the relation be- 
tween controllers and public account- 
ants would be adequate without some 
mention of cooperation in the plan- 
ning of the audit. At the outset it 
seems to me that direct field-contact 
between the controller and the account- 
ing partner in charge of the engage- 
ment should be much more extensive 
than has apparently been true in many 
cases. Frank discussion with the con- 
troller and direct’ observation should 
enable the experienced partner to ap- 
praise the particular controller and the 
system he controls. It should also aid 
in eliminating friction and misunder- 
standing. In short, the product should 
be an effective audit program fash- 
ioned to fit the particular case, utiliz- 
ing internal reports and internally pre- 
pared schedules and analyses to the 
full extent practicable and reasonable, 
and substituting intelligent checking 
for expensive and laborious duplica- 
tion of the work of the internal audit 
staff so far as may be consistent with 
the auditor’s professional responsibili- 
ties. I need not discuss specific de- 
tails—that has been well done else- 
where and in individual cases is a sub- 
ject of some difference of opinion. But 
the principle is clear. 
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Nor should the atmosphere of coop- 
eration be confined to the period of 
the audit. If the auditor is appointed 
or elected early in the year, as he by 
all means should be, there is a sound 
basis for continuous cooperation in the 
solution of difficult and unusual ac- 
counting problems faced by the com- 


pany. 


NATURAL BUSINESS YEAR 


A final problem in the preparation 
of dependable financial statements and 
in the administration of the registra- 
tion requirements under the Securities 
Exchange Act of 1934 is the determi- 
nation of the most appropriate fiscal 
closing date. The concept of the nat- 
ural business year is not new to mem- 
bers of your organization. Nevertheless 
the problem of concentration of fiscal 
closings at December 31 is so acute 
and so important to both controllers 
and public accountants that I feel jus- 
tified in discussing it with you who 
should be in the best position to do 
something to improve the situation. 

The most recent compilation of reg- 
istrants with the Commission shows 
that of nearly 2,500 annual reports 
filed with us, approximately eighty per 
cent. report on the calendar year basis, 
about five per cent. close their fiscal 
years at the end of June, and two and 
one-half per cent. at the end of each 
of the months of January, March, Sep- 
tember, and October. The heavy con- 
centration at the end of December de- 
scends on the Commission in the last 
week of April and the first week in 
May and necessitates the employment 
of temporary clerks merely to record 
and file the reports. We do not em- 
ploy extra examiners to review the re- 
ports as reviewed, but schedule the 
work over the entire year. As a result, 
the examining staff is constantly em- 
ployed but some of your reports may 
be in our hands for many months be- 
fore they are reached for review. 

About ten per cent. of the calendar 
year registrants ask for extensions of 
time in which to file their reports. 
Sometimes the reason given is that the 
firm’s independent accountants have 
not had time to complete the audit on 
which their certificate is based and 
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sometimes the reason offered is that we 
have just issued a deficiency notice re- 
garding last year’s statement which 
will require a revision in the statement 
then in preparation, as well as in the 
offending report. 

We are sympathetic to such requests, 
in the latter circumstance especially, 
but we are powerless to improve the 
underlying difficulty without employ- 
ing temporary help to clear the log jam 
or perhaps by making rules requiring 
certain industries to file reports on a 
natural business year basis. Neither of 
these methods appeals to me as a proper 
means of dealing with the problem. 


PuBLic ACCOUNTANTS RELUCTANT 
To URGE CHANGE 


Some of the public accountants who 
testified as expert witnesses in the Mc- 
Kesson & Robbins hearings indicated 
a reluctance on their part to urge adop- 
tion of the natural business year more 
vigorously than they have in the past 
because of a feeling that their motive 
appeared self-serving. All public ac- 
countants agree that the adoption of 
natural closing dates by business gen- 
erally would improve conditions in the 
profession by spreading the work and 
thus relieving mental and physical 
strain now prevalent in the first quar- 
ter of the year and of still more im- 
portance it would provide continuity 
of employment for a better trained 
staff. I am convinced that improve- 
ment along these lines would be of 
lasting benefit to the client as well as 
to the accounting profession. 

I sincerely believe that this is one 
of the most important problems to be 
faced in carrying out your avowed pur- 
pose of observing ‘‘the highest ethical 
standards in corporate accounting prac- 
tice in the preparation of reports of 
financial and operating conditions of 
corporations to their directors, stock- 
holders, and other parties at interest, 
in such manner that all concerned may 
know the actual conditions in so far 
as such reports may assist in the deter- 
mination thereof.” With your increas- 
ing authority in corporation affairs, the 
responsibility naturally falls to you to 
convince your companies’ officers and 
directors that December 31 is not a 
mandatory closing date. 





Third Volume of Survey 
of Listed Corporations 


The Securities and Exchange Commis. 
sion released on June 5 Volume III of the 
Survey of American Listed Corporations, 
a 288 page book containing nine industry 
reports covering 104 corporations with 
aggregate assets of two billion dollars 


having securities registered under the Se. | 


curities Exchange Act. This is the third 
group of a new series of reports to be 
made available by the Commission. These 
reports in most cases cover information 
for the five years, 1934 through 1938. The 
industries which are included in Volume 
III are: 


19. Distilled Beverages-Assets over $10, 
000,000 each. 

20. Paints and Varnishes. 

21. Vegetable Oil. 

22. Drugs and Medicines. 

23. Toilet Preparations and Soap. 

24. Cement. 

25. Clay Products. 

26. Building Materials other than Clay 
Products and Cement. 

27. Building Equipment. 


Copies of this publication, as well as 
of Volume I and Volume II previously 
released, may be secured without charge 
by request to the publications unit of the 
Securities and Exchange Commission. 


Volume I (291 pages) covers the fol- 
lowing industries: 


_ 


. Agricultural machinery and tractors. 
2. Automobiles. 


3. Chemicals and fertilizers—assets over } 


$10,000,000 each. 
4. Cigarettes—assets 
each. 
5. Containers—metal and glass, including 
closures. 


over $10,000,000 


6. Meat packing—assets over $50,000,000 F 


each. 
7. Office machinery and equipment. 
8. Steel—assets over $100,000,000 each. 
9. Tires and other rubber products. 


Volume II (380 pages): 


10. Aircraft and aircraft equipment. 

11. Non-ferrous metals and their prod 
ucts including smelting and refining— 
assets over $20,000,000 each. 

12. Oil refining & distributing with pro 


ducing facilities—assets over $50, | 


000,000 each. 

13. Chain grocery and food stores. 

14. Chain variety stores. 

15. Dairy products. 

16. Department stores—annual sales ovet 
$10,000,000 each. 

17. Mail order houses. 

18. Motion picture production and dis 
tribution. 
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Some Desirable Features of Reports to 





Management by Controllers 


When I started thinking of this sub- 
ject—'"Management Reports’’—I vis- 
ualized an address built around the 
forms and figures which pass over my 
desk and the desks of my associates 
in the controller's department. Surely 
—it seemed—this mass of forms and 
figures was the basis for a discussion 
of Management Reports. I found that 
I could fashion nothing of real mean- 
ing with this as raw material! 

Those forms and figures have no 
value in a discussion such as this—save 
as illustrations of the ideas and prin- 
ciples on which one system of internal 
reports has been developed. Those 


| ideas and principles must be set forth 


before there can be any understanding 


| of the reports. 


Three separate and individually un- 
important conversations came to mind 


| each time I thought of this afternoon's 


discussion. 

Those conversations illustrate ideas 
on which I must build a background 
for later consideration of specific re- 
ports. This background has to do 
with those principles of common sense 
and understanding which should be re- 
flected in each report. Those reports 
in my business which are good te- 
ports reflect these principles. Reports 
which do not reflect these principles 
will be hidden behind a veil of silence 


} —or used as “horrible examples.” 


In the early twenties we embryo ac- 


countants were much concerned by the 
E absence of executive interest in the 


data we were then beginning to bring 
forth on a mass production basis. As 
a budding accountant, who never fully 
blossomed, I went to the chief execu- 


§ tive of a successful business here in 


New England for advice on this prob- 
lem. He answered my queries by say- 
ing that, aside from the profit and loss 
statement, and the balance sheet, the 


; only reports he needed from his ac- 


countant were the current ratio and 
the relation of actual to expected earn- 
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ings under the compensation plan in 
his plant. Considered from our pres- 
ent viewpoint, this was management's 
requirement for reports reduced to the 
minimum. This manager, who ac- 
tually knew what was going on in his 
business, was getting, even in the few 
reports which were then issued to him, 
a lot of information he did not use, 
and for which he saw no need. 


SOURCES OF INFORMATION 


In those days management depended 
on three sources for its information: 
1—Close personal contact with oper- 
ations and with operating departments. 
2—Reports by Public Accountants. 3— 
A very few simple internal reports. 

Times have changed! The oppor- 
tunity for personal contacts by general 
executives has been reduced or elimi- 
nated. The scope of the public ac- 
countant’s work has been changed. In- 
ternal reports to a large extent have 
replaced contacts and auditors’ reports 
as sources of executive information. 

Recently the general manager of a 





HE paper presented here, on 

‘‘Management Reports,’ is one 
of the most illuminating discussions 
of that subject which has ever been 
made available to controllers, in the 
opinion of the group of controllers 
which heard the paper when it was 
presented on June 7 at Swampscott, 
Massachusetts, before the New Eng- 
land Conference of Controllers, and 
is published in response to the unan- 
imous suggestion of members of that 
audience, so that controllers gener- 
ally may profit from it. 

The author, Mr. McCully, is con- 
troller of Bauer & Black, of Chicago, 
a division of the Kendall Company, 
of Walpole, Massachusetts. He was 
highly complimented for the com- 
pleteness of his treatment of the sub- 
ject and for the manner of presenta- 


tion. —The Editor. 











239 


large company in the middle west 
showed me a volume at least four 
inches thick—containing several hun- 
dred pages about the size of the aver- 
age ledger sheet. Information regard- 
ing this man’s business was entered in 
this volume daily, weekly and monthly. 

“That record which is kept on my 
desk,” said this Manager, “contains 
the answer to any question I ever have 
regarding my business.” 

That is the only perfect set of man- 
agement reports,—from the manage- 
ment point of view,—of which I have 
ever heard. However, this perfection 
was not brought about by an account- 
ant or a controller. This manager had 
never found a controller who could 
supply him with the information he 
needed. He had been forced to de- 
velop these perfect reports for him- 
self. He depended on his succession 
of controllers solely to fill in the in- 
formation. As a matter of fact, he was 
at the moment of our conversation 
looking for a new controller. (I was 
not applying for the job. What this 
man actually needed was a high grade 
clerk.) 

At about this same time the man in 
charge of the office and accounting for 
the midwest factory of a well-managed 
company, asked me for a job. His dis- 
satisfaction with the job he had was 
that the managers of his business did 
not know how to use the perfect ac- 
counting reports which he admitted 
furnishing. This man’s complaint was 
that his superiors knew nothing about 
accounting. (This chap was in an ac- 
countant’s Heaven and did not know 
it.) This man’s superiors did not rec- 
ognize that all possible questions re- 
garding their business were answered 
by accounting reports which were sup- 
plied regularly—reports which these 
executives had in their desks all the 
time. This job-seeker was being asked 
constantly about matters which were 
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fully covered in the “perfect account- 
ing reports. 

Here was an instance of perfection 
from the viewpoint of the accountant. 
This was exactly the reverse of the con- 
dition outlined by the general manager 
previously quoted. 


CLASHED OVER METHODS OF 
PRESENTING FACTS 


We may choose to pass these as ex- 
treme and isolated cases. They prob- 
ably are that—but only as to the de- 
gree of conflict of opinion. In these 
examples there is a warning for us— 
the people who are preparing the re- 
ports about, and for, business. Here 
are two instances of fixed belief in the 
importance of reports as tools of man- 
agement. So far as I know there was 
no criticism of the accounting or sta- 
tistical technique in the fact-gathering 
in either case. In each instance the 
clashes had to do with the method of 
presenting facts, and not with the 
facts themselves. 

Most of what I have to say this 
afternoon—including the opinions 
drawn from the conversations just re- 
lated—is based on experience with the 
company by which I am now employed. 

You will, of course, understand that 
while my comments regarding reports 
are based on experiences on my present 
job, any resemblance, to the executives 
with whom I am associated in any per- 
sonal references, will be purely coinci- 
dental. The opinions which I shall ex- 
press are not necessarily those of other 
executives in my company. 

My experience has not been with re- 
ports of the simplicity outlined by the 
New England manager in the early 
twenties, nor with reports that were 
perfect in the opinion of either man- 
agement or the controller. It has been 
an experience which has been made 
pleasant, and in which the results have 
been of some value to the business be- 
cause the controller and other execu- 
tives have made progress in reconcil- 
ing essentially divergent points of view 
in the development of useful reports. 

Nailing this discussion to my own 
experience and to my company is neces- 
sary because I know of no way of de- 
fining or identifying the term “Man- 
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agement’’ as descriptive of a function 
or group of executives in business in 
general. 

Every business today is a group of 
separate functions and departments 
working together and contributing to 
each other for the success of the entire 
enterprise. Each of these departments 
or functions in itself is headed by a 
management; in turn these functions 
and departments are grouped together 
into more inclusive units which again 
are headed by management in some 
form; and finally these larger groups 
are united and headed by the “top” 
management of the enterprise. 

The temptation is strong to spend a 
disproportionate length of time dis- 
cussing that loosely used term ‘“man- 
agement.” What does the expression 
“management and the workers” mean ? 
Does management to you and to me 
mean the same thing as it does to the 
man orf woman who is operating the 
machine? Do the people who work 
for you and for me think of us as a 
part of management—while we are 
thinking of some other group of peo- 
ple as management? In fact, do you 
and I, and the chief executives of our 
businesses mean the same thing when 
we use the expression “management’’ 
in referring to an otherwise undefined 
group of executives ? 


THE MANAGEMENT GROUP 


In nailing this subject to my own 
business I at least will know what I 
have in mind as ‘Management.’ It 
may help you to get a picture of this 
by telling you that the Kendall Com- 
pany (of which Bauer and Black is a 
Division) is divided into operating di- 
visions; that the division in which I 
am employed has a general manager, 
a sales manager, a works’ or factory 
manager, and a controller; that this 
group constitutes the chief manage- 
ment group for the division. The man- 
agement group of each division of the 
Kendall Company reports to a staff 
composed of officers and senior execu- 
tives of the company. Hence in the 
discussion this afternoon I shall be 
thinking of management reports as 
reports to this management group of 
the division, and to the staff officers 










of the company. This discussion cag 
not be limited to those reports whict 
are prepared for these two manage 
ment groups only—since such reports 
as I shall point out, are in effect sum 





maries of the reports to lesser man 
agement groups. 

The controller through reports m 
supply management not only with fig 
ures—but also with the backgroun 
and facts which formerly were secure 
through personal contact—and wit 
the supposedly impartial point of viev 
and facts which formerly were sup 
plied by the public accountant. No un 
favorable intimation regarding publi 
accountants is intended by this state 
ment. 

A management report is a methoj 
by which through a single documeni 
the controller is articulate and man 
agement is informed regarding an a 
tivity of a particular business. Ever 
report must reflect both of these point} 
of view. The sacrifice of either te 
duces, or may eliminate, the possibility 
of a report serving its intended pur 
pose. 

Management reports are methods by 
which one individual, or group of in 
dividuals, performing the function 0 
control informs another individual— 
or group of individuals performing the 
function of management—of the fact 
regarding a specific business. Hence 
since management reports are methods 
of communicating between real peo 
ple regarding thte activities and « 
complishments of specific people, ther 
can be no general business standard: 





ization of either the form or contefi 
of these reports. The emotions 
thoughts and actions of people can ni 
be standardized. Reports should 
prepared with the specific people wh 
are to receive the reports in mind. 


CONTROLLER CouLD Nort BE 
ARTICULATE 


In the case of the general manage 
who developed his own reports, 
consideration was given to the control: 
ler's point of view. The reports did 
not furnish the controller an oppo 
tunity to be articulate. The report 
may have supplied the answer to ati 
question which the manager had—th¢ 
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ssion cagdid not necessarily give complete facts 
rts whicl regarding the business. Dissatisfaction 
managed with and frequent replacement of con- 
h reports trollers resulted. 
fect sumj In the case of the dissatisfied em- 
ser mang ployee the reports gave him an oppor- 
tunity to be articulate regarding the 
orts mugg business, but he used this opportunity 
with fig§ to speak in a language and with forms 
ckgroung not understood by management, which 
e secure tolerated this situation by getting its 
ind witli reports in a way which it understood 
t of views —by the question and answer method. 
vere supp Both of these situations illustrate 
-. No unf the absence of the application of funda- 
1g publif mental common sense. In both cases 
his state) management was finally getting, and 
using, only those facts with which it 
. methoif was sufficiently concerned or informed 
Jocumenf to ask questions. In present day busi- 
nd mang ness I do not believe that either the 
1g an af general executives or the managers of 
. Eveng the major functions of the business 
se pointg can be sufficiently in touch with details 
ither ref for it to be said to the controller with 
ossibilitf safety—‘‘report to me regarding these 
ded pur} facts—and regarding these facts only.” 
Neither do I believe that it is possible 
thods bp for any controller to decide with safety 
ip of in} to his business, all of the reports which 
ction off management needs. 
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REPORTS SHOULD INSPIRE QUESTIONS 


The purpose of reports is not to fur- 
nish a device for the controller to show 
off skill in accounting technique. Man- 
agement reports will not serve their 
intended purpose if those reports only 
measure up to the standard of perfect 
accounting reports. The purpose of 
internal reporting is not to supply data 
by which an executive, at one extreme, 
ould bg gets information regarding only those 
ple whig parts of his responsibility which are 
ind. his hobby, nor at the other gets in- 
formation regarding every detail of his 





r BE business. No executive in any busi- 
ness should expect to have on his desk 
at all times reports which will supply 

manage! the answer to any question he ever has 

orts, ni ‘garding his business—at the moment 
control the question arises. If reports are any 
orts dif good at all they are bound to inspire 

Oppo questions which require investigation. 

report To be sure, reports should attempt to 

r to anim @Mswer questions which can be an- 

d—them ticipated. 
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Every executive should be supplied 
with any information for which he 
asks—regardless of the value of such 
information. In the opinion of the 
controller. This broad commitment is 
subject only to the limitations imposed 
by the fact-gathering procedure and 
the amount of money available for the 
controller's staff. In many cases the 
information requested is already avail- 
able in reports which are not being 
used. However, reports to executives 
should not be limited to those re- 
quested. The controller should know 
of many facts which are of significance 
to the business regarding which no 
other executive is sufficiently aware to 
ask for information. In addition, the 
controller should be in a position to 
see the relation of facts—causes and 
effects—not apparent to other execu- 
tives. 

Here is an example, largely conjec- 
tural, which illustrates the point. Man- 
agement has concluded that the amount 
of money invested in inventory is too 
large. No progress in reducing the 
amount of that investment is apparent. 
The cost of goods purchased and pro- 
duced continues to equal the cost of 
goods sold. There is an edict, Inven- 
tories Must Be Reduced. The control- 
ler’s advice should be secured before 
such an edict is issued. 

After the edict has been issued the 
controller is asked—or instructed—to 
prepare weekly reports which show by 
departments the cost of goods pur- 
chased, the cost of goods produced, the 
cost of goods sold, and the value of 
inventories. It is proper that the con- 
troller should do this. However, this 
report is not sufficient. 

The department in charge of in- 
ventories—in compliance with the 
edict—buys less raw material and pro- 
duces less goods than are required to 
fill orders received. Inventories begin 
to drop slightly. Shortly complaints 
come in from customers—shipments 
are not made as promptly as previously 
—partial shipments increase. Before 
the situation is cleared up it is found 
that the service complaints are the re- 
sults of the attempt to carry out the 
edict that Inventories Be Reduced. The 
actual facts are that inventories have 
been too large, but that the excess has 
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been and still is in slow moving mer- 
chandise. By cutting production be- 
low current sales, available stocks of 
fast moving merchandise have been 
reduced—service to customers has been 
slowed up. 


SOLUTION OF INVENTORY PROBLEM 


Obviously the solution of the in- 
ventory problem was in disposing of 
excess stocks of slow moving merchan- 
dise—not in reduced buying or lower 
production. Facts available to the con- 
troller should have made this clear to 
him;—he should have reported that 
fact to management. Even if this was 
not done, the controller, better than 
anyone else, should have foreseen the 
possible effects of the edict and should 
have supplied management with re- 
ports on service. 

Any one of many analogous sets of 
conditions which may have occurred in 
any of our businesses could have been 
used in place of this illustration. 

“Nothing like this could happen in 
my business’’—you say. ‘“We have com- 
plete reports on purchase, sales, in- 
ventory, production and service.’’ This 
particular situation did not occur in 
my company, but it could have hap- 
pened. We, too, have reports which 
seem adequate at the moment, but if 
we accept those reports as satisfactory 
for all time and under all conditions, 
we can not be sure that we will have 
reports which will be adequate for to- 
morrow’s conditions. My responsi- 
bility as controller is to see that the 
executives of my business are supplied 
with information regarding current 
conditions, whether or not those ex- 
ecutives ask for any reports. 

Proper distribution of the available 
time of the controller's staff frequently 
presents a problem. Of course, all 
controllers are reconciled to the gen- 
eral business opinion that to prepare 
any report, regardless of what the re- 
port may cover, takes only the time 
needed to write the figures on a piece 
of paper. Not infrequently all of the 
time available for the preparation of 
reports is assigned to reports for which 
executives have asked, with no time 
left in which to prepare narrative or 
special reports on matters of real im- 





242 


portance about which no information 
has been requested. When this situ- 
ation is permitted to continue the re- 
sult is that the executives of business 
are not really informed in spite of the 
fact that there are many reports. 


CONTROLLER Must TAKE INITIATIVE 


When significant facts not covered 
by reports finally do come to light, the 
controller is liable to hear some such 
statement as “How can that be true? 
I have seen no evidence of such a con- 
dition in any of the reports.’”” The 
controller must take the initiative in 
correcting such situations. He will 
have a very unhappy time if he ex- 
pects the corrections to be made over- 
night. 

The only way that I know in which 
such situations can be corrected is by 
the development of confidence between 
the controller and other executives of 
a business. Confidence must be earned. 
The controller earns confidence by 
demonstrating: 


1. Technical and executive ability. 

2. Accuracy. 

3. Thorough knowledge of the busi- 
ness and its problems. 

4. Broad economic and business sense. 

5. Cooperative attitude. 


Other executives earn confidence by 
demonstrating: 


1. Technical and executive ability. 

2. A desire to know the truth regard- 

ing their accomplishments. 

3. A willingness and ability to take ac- 
tion indicated by truthful reports of 
accomplishment. 

. Cooperative attitude. 


nen 


Unfortunately there still are con- 
trollers whose attitude is that of the 
fault-finder, and the gloater over the 
failures and shortcomings of other ex- 
ecutives. It is equally unfortunate that 
executives who appear offended by un- 
pleasant facts—or by facts which do 
not confirm preconceived hunches— 
have not entirely disappeared. When 
these conditions exist there can be no 
confidence. 


TERMINOLOGY IMPORTANT 


The terminology and the forms of 
reports and of comments on reports is 
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of great importance. Words and forms 
which may be full of meaning to the 
individual who issues a report may 
have no meaning—or even worse— 
may be misleading to the individual 
who attempts to use that report. There 
is no reason for us to believe that the 
technical language of our jobs is un- 
derstood by all business executives. 
Every profession, job and even “'racket”’ 
has its own language which is not un- 
derstood outside of that particular 
group. Reports—to be of value—must 
be in a language and on forms which 
will be understood by the individual 
who is to receive and use them. 

Our objective should not be to issue 
reports which merely may be under- 
stood, but rather it should be to issue 
reports which can not be misunder- 
stood. One report which hits this 
standard, issued on the back of a dis- 
carded envelope, is more valuable to 
any business than a whole set of elab- 
orate statistical reports which may be 
misinterpreted. 

In my company we have shown on 
our balance sheet for many years an 
inventory valuation reserve which cov- 
ers the difference between the standard 
and actual cost of raw materials in the 
inventory. One day an executive who 
had been studying balance sheets each 
period told me that the balance in this 
reserve account could not possibly be 
correct. He had figures showing the 
actual average cost of a group of raw 
materials, and he had been looking at 
a chart of market costs. He was sure 
that the balance in the reserve was not 
the difference between the actual and 
the market value of the inventory. 

He was correct; it was not; it was 
not intended to represent that differ- 
ence! However, the fault was not with 
this executive for so understanding this 
reserve; rather, it was with my office 
in not making sure that every item on 
the balance sheet was understood. 


FoRM OF REPORT IMPORTANT 


A number of years ago an executive 
came to me with a report which had 
been designed for his particular use. 
The people who designed the report 
recognized that this executive needed 
the information which this report was 
supposed to show; in fact, this gentle- 










man had from time to time indicated 
his desire for this information. The 
form on which this report was made 
was decided upon without consulting 
with this man. After he had been re- 
ceiving it for several months he came 
into my office with the statement that 
the report must be incorrect. He gave 
me a set of figures which he had gath- 
ered which proved to him the inac- 
curacy of the report. His figures were 
correct—and the report was correct! 
The fact was that the report was not 
designed to show the data which this 
man had gathered—and yet he had 
been using this report for several 
months in the belief that it showed 
just those facts. Here again the fault 
lay not with the executive by whom the 
report was used, but with the people 
who prepared the report. 

When an executive merely does not 
understand a report or an explanatory 
comment regarding the report, there is 
little danger that wrong conclusions 
will be drawn. All that happens is 
that the executive ignores the report. 
When a report is so drawn that it may 
mislead an executive, without his 
knowing that possibility, there is real 
danger of improper conclusions. This 
responsibility of making sure that te- 
ports and statements will convey ex- 
actly the meaning intended can not be 
overemphasized. 


SUMMARIZED: INFORMATION 
CONCERNING ONE ACTIVITY 


Frequently we are annoyed by the 
new reports which are suggested by 
other executives, particularly when the 
suggested reports cover substantially 
the information supplied in several 
other reports. This situation gener 


ally indicates the need for a single te- | 


port showing summarized information 


regarding an activity of the business. f 


This is one of the problems and weak: 
nesses of internal reporting. We is- 


sue a great variety of detailed operat: f 


ing reports which are pretty generally 
circulated. We leave a big gap be 
tween these detailed reports and the 
general financial and statistical reports 
of the business. The executive who 
sees detailed reports on sales, produc 
tion activity, manufacturing costs, sell- 
ing, advertising and administrative ex 
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penses, service, and the like, actually 
may have very little idea of the spe- 
cific accomplishments of any single ac- 
tivity of the business. 

There are at least two methods of 
eliminating this difficulty. The first 
of these is the controller’s narrative 
reports or comments which accompany 
the general business reports—that is, 
the profit and loss statements and bal- 
ance sheets. The second is a more in- 
telligent summarization of all of the 
facts having to do with individual ac- 
tivities and functions. 

Let us be more specific in the defi- 
nition and examples of management 
reports. 


DEFINITION OF MANAGEMENT 


I have found no satisfactory defini- 
tion of management as applied to busi- 
ness—hence this amateur definition. 
Business management in the sense in 
which we are using it this afternoon 
seems to me to be “‘the direct or dele- 
gated responsibility of safeguarding 
and earning a satisfactory return on 
the money invested in the business.” 
This covers every proper activity of 
business. Applied to persons the term 
management means those individuals 
who have this responsibility. 

The dictionary defines a report as 
“a statement submitted as a result of 
investigation; a formal statement of 
facts concerning any matter on which 
information is required or due.” 

These definitions indicate that man- 
agement reports are statements of facts, 
issued to individual executives and to 
gtoups of executives, having to do with 
the investment and earnings on that 
investment and with the specific re- 
sponsibility for these factors. 


Srx CLASSIFICATIONS OF 
MANAGEMENT REPORTS 


Management reports, under the 
broadest use of this term, divide into 
six Classes: 


1. General or over-all business re- 
ports for “top” executives. 

2. Narrative reports and comments 
supporting these general business 
reports. 

3. Summarized departmental and func- 

tional activity reports for major op- 

erating executives. 


4. Detailed departmental and func- 
tional reports. 

5. Special reports to operating and 
“top” executives on unusual con- 
ditions or on conditions which re- 
quire special attention. 

Informal verbal reports by the con- 
troller to “‘top’’ executives and by 
each functional and departmental 
executive to his immediate superior 
executive. 


6. 


©) 


The budget, which I consider to be 
the most important management re- 
port, is purposely omitted from this 
discussion, since budgets are to be con- 
sidered as a separate subject at this con- 
ference. 

The report structure follows the or- 
ganization chart. Each function and 
department represented on that chart 
is supplied with information having to 
do with its accomplishments and ex- 
penses. These detailed reports should 
be summarized into more inclusive re- 
ports—of accomplishments and ex- 
penses—to the next higher level of 
management. The final summarization 
is the over-all financial statement. 

Let us look at the general or over- 
all management reports. This group 
includes first, profit and loss  state- 
ments; second, balance sheets; third, 
statement of sources and uses or ap- 
plication of funds; fourth, analyses of 
sales and profit—either net or gross— 
by products, classes of trade or such 
other classifications as are significant 
to the general executives and can be 
maintained for long periods without 
significant changes of classification: 
fifth, summary statements of expense 
by major operating divisions. 

Profit and loss statements and bal- 
ance sheets have been standardized in 
form and are so generally used by all 
executives that little discussion of the 
form of these reports is required. How- 
ever, a few thoughts regarding these 
statements seem worth while. 


CONDENSATION Not WIitTHoutT ITs 
HAZARDS 


The tendency to reduce the number 
of items on profit and loss statements 
and on balance sheets into broad classi- 
fications has eliminated a mass of un- 
important and confusing figures which 
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appeared on these statements in earlier 
days. The trend toward condensation 
has increased year to year compar- 
ability. This trend has not been with- 
out its hazards. Condensation and 
consolidation in profit and loss state- 
ments and on balance sheets offers the 
invitation, deliberately or unintention- 
ally, to conceal significant facts or 
changes in conditions. This may be a 
serious matter, whatever the motive of 
the concealment, unless the narrative 
part of the report sets forth these sig- 
nificant conditions which are concealed 
in the total figures on the statements. 

A profit and loss statement for a 
single period of time—whatever the 
length of that period—or a balance 
sheet as of a single date is of question- 
able value. Comparisons are essential. 

The profit and loss statements 
should answer two questions regard- 
ing total results: 

First, is the profit and loss trend im- 
proving, remaining stationary, or get- 
ting worse? This is disclosed by the 
cumulative comparison with previous 
years. 

Second, how do profit and loss re- 
sults compare with the results antici- 
pated? Comparisons with the budget 
for short periods of time indicate the 
answer to this question. 

Sales analyses and expense compari- 
sons should be the same as the profit 
and loss comparisons. 

Balance sheet comparisons should be 
with the budget, the previous period, 
and the same date of the preceding 
year. 


SPEED vs. METICULOUS ACCURACY 


Monthly statements should be issued 
with the utmost speed. Speed is more 
important than meticulous accuracy. 
This is not intended as a justification 
for carelessness. Rather it means that 
speed is more important than making 
sure that the controller has turned in 
an expense report for his trip to Bos- 
ton, or that the bill for the load of 
ashes which was sold on the last day 
of the month is included in the results. 
Of course, reserves or accruals should 
be provided for known obligations of 
significance for which actual charges 
have not been received. 
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The form and the classification of 
figures on these general and over-all 
management reports should not be sub- 
jected to frequent changes, since com- 
parability is an important factor in the 
value of these reports. For example, 
if the profit and loss statement shows 
advertising, selling and administrative 
expenses separately, caution should be 
used in changing the items which are 
included in each classification even 
though there may have been changes 
in the assignment of internal responsi- 
bilities. It is rumored that a controller, 
as well as his executives, was once 
fooled by changes in the items included 
in these classifications on Profit and 
Loss statements. 

These general or over-all manage- 
ment reports should be issued monthly, 
quarterly, and annually. 

At this point I should tell you that 
my company has for many years oper- 
ated on a thirteen period rather than 
a monthly year. No financial state- 
ments or other reports are issued on a 
monthly basis; instead these statements 
are issued at four week intervals. I 
believe that the cost of one additional 
set of reports each year is approxi- 
mately offset by the elimination of the 
split-week accruals, and other compli- 
cations of the monthly closing. I am 
sure that the four week periods in- 
crease the comparability of the figures. 

General business or over-all reports 
reflect results for the entire business; 
individual department or functional ac- 
complishments are not apparent. These 
general or over-all management reports 
disclose what has happened in total. 
They indicate only in the broadest 
terms the activities which have con- 
tributed to the changes from previous 
year or from anticipated results. These 
statements merely show that sales have 
increased or decreased—that cost of 
goods sold is a higher or a lower part 
of the sales dollar—that expenses are 
up or down—that more or less money 
is invested in inventories and receiv- 
ables—that the investment in plant has 
remained constant or changed signifi- 
cantly. 

They do not disclose the reason for 
any of these conditions and hence are 
not effective in pointing out anything 
but a general need for correctional ac- 
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tion when conditions are less favorable 
than those anticipated, or when the 
trend appears unfavorable. Frequently 
conditions which require executive ac- 
tion are concealed in statements which 
show overall satisfactory results. 

These general statements are little 
more than group, or panorama, pic- 
tures of the business. The controller 
is responsible for bringing to the at- 
tention of the management executives, 
to whom these general statements are 
supplied, the significance of the facts 
which are summarized and concealed 
in the statements. This should be done 
by the controller's comments which 
are submitted with these general f- 
nancial statements. These comments 
should in effect summarize the signifi- 
cant data which has been supplied to 
lesser management groups through the 
reports for those groups. 

Let us illustrate this by one of the 
many possible examples. The profit 
and loss statement shows only the total 
amount of net sales of the previous 
year. This total net sales figure on the 
profit and loss statement is supported 
in the general reports by a statement 
showing net sales by classes of trade, 
or by classes of product, or possibly by 
districts. 


IMPORTANT TRENDS SHOULD BE 
REPORTED 


Total sales may appear satisfactory 
when compared with the budget or 
with the sales of previous years. Sales 
by the major sales classification which 
are shown in the general reports also 
may appear satisfactory. In spite of 
this there may be important trends or 
departures from anticipated conditions 
concealed in these total figures. Im- 
portant shifts in sales of products, in 
sales to classes of trade or in buying 
customs may have occurred. These 
facts are, or should be, disclosed in the 
statistical and accounting records, and 
in the more detailed reports which are 
issued to the men in charge of the sub- 
divisions of the sales department. The 
same facts which are exceptions to an- 
ticipated conditions should be brought 
to the attention of management. 

In my company individual salesmen 
working under district managers are 








supposed to sell all products in our 
line to all customers for those products 
in the geographic unit to which the 
salesmen are assigned. The district 
manager and his salesmen is one man- 
agement group. The district manager 
must be supplied with detailed infor- 
mation regarding the sales accomplish- 
ments of his district—by classes of 
trade, by classes of product, by sales- 
men and in some classifications by in- 
dividual accounts. He must be sup- 
plied also with reports of the direct 
expenses of his district. 

The responsibility for the sale of 
certain groups of products is assigned 
to sales executives who work through 
the district manager and the salesmen 
to secure the actual sales of those prod- 
ucts. This is another management 
group, which overlaps the district 
group. These executives are responsi- 
ble for developing merchandising 
ideas, for suggesting sales policies af- 
fecting the products for which they are 
responsible, and for assisting salesmen 
and district managers in increasing the 
sales of these products. These men 
must be supplied with reports showing 
the sales accomplishments and the ex- 
penses incurred on the products for 
which they are responsible. 


SPECIAL REPORTS TO DISTRICT 
MANAGERS 


Other general sales executives are 
responsible for sales to specific classes 
of trade. This is another management 
group, which overlaps the previous 
two. These men again work through 
salesmen and district managers, to se- 
cure the actual sales. Reports of sales 
accomplishments and expenses by 
classes of trade must be supplied to 
these men. 

In general, our method of report 
ing is to supply individual salesmen 
with detailed bi-weekly and _ periodic 
information regarding their sales by 
classes of product, by classes of trade 
and in some cases, by accounts, in fe 
lation to their quotas. Copies of this 
detailed information are sent to district 





managers and circulated to the inter- 
ested sales and general executives. The 
same information is summarized fot 


the district manager and circulated § 


among the general executives. 
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Detailed profit and loss statements 
by product groups and by classes of 
trade are prepared for the executives 
responsible for sales to specific classes 
of trade or groups of products. 

The comparisons with budgets and 
with the results of previous years on 
these detailed reports are the same as 
the comparisons used on the general 
company reports. 

All of the facts that have been dis- 
closed by reports to these smaller man- 
agement groups are summarized into 
not more than half a dozen items on 
the profit and loss statement. The con- 
troller is responsible for bringing to 
light, in his comments to general exec- 
utives, the significant conditions which 
are disclosed by the individual and 
detailed reports. He should do this, 
even though detailed reports have been 
circulated to each member of the man- 
agement group. 

It can not be assumed that a major 
executive who spans many responsibili- 
ties has secured an accurate picture of 
the over-all accomplishment on a sin- 
gle activity, merely because he has seen 
a lot of detailed reports. It is reason- 
ably certain that he has not discovered 
the effect which individual specific ac- 
complishments have had on total re- 
sults. 


REPORTS ON UNUSUAL CONDITIONS 


We have been talking about reports 
which are issued regularly. Time does 
not permit discussing reports to the 
factory manager, the personnel depart- 
ment, the purchasing agent, or to the 
other management groups of our busi- 
ness, 

The ideal set of management reports 
is the one in which normal and usual 
transactions are being reported in 
broad terms regularly, in such a way 
that the fact that there has been any 
major departure from the usual or ex- 
pected will immediately come to the 
attention of the management. These 
tegular reports will not disclose the 
teason for or source of these depar- 
tures. At the time of such departure 


it is the controller's responsibility to 
see that special reports on unusual con- 
ditions are prepared as long as those 
conditions continue. 


That means that 
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some special reports will be required 
at all times; not the same special re- 
ports, but reports having to do with 
the conditions which are unusual or 
which require special attention at the 
moment. 

In the summer of 1939 the manage- 
ments of many businesses were con- 
cerned chiefly with the problem of 
selling merchandise. Inventories and 
production facilities were adequate ; 
the supply of well-trained help was 
sufficient for any requirements which 
could be foreseen. The problem was 
that of securing enough business at 
satisfactory margins to earn a reason- 
able return on the investment. Conse- 
quently management’s attention was 
focused on sales and sales possibilities. 
Reports were adequate for current con- 
ditions. Suddenly—due to the out- 
break of war in Europe and the result- 
ing temporary increased buying in the 
United States, which was accompanied 
by some increase in material costs, 
purchasing, production facilities, serv- 
ice and in some cases labor supply, 
became problems. Special reports cov- 
ering these changed conditions became 
necessary. 

My friend, the manager who had on 
his desk a set of reports which an- 
swered any question he could ask re- 
garding his business, may have found 
in that set of records answers to the 
very questions which arose in the fall 
of 1939. If he did, he had for years 
been accumulating information to 
which he seldom had occasion to refer. 


CONTROLLER MorE THAN 
TECHNICIAN 


To do an intelligent job of manage- 
ment reporting the controller must be 
more than a technician. 

A controller who has not familiarity 
with the long-time policies, current 
operating plans, products, operations 
and organization of his business will 
do a very ineffective job in preparing 
regular reports and in making com- 
ments necessary for the complete un- 
derstanding of these reports. He will 
fail to see the need for special reports. 
He also will do a very poor job if he 
fails to recognize that reports, to be 
useful, must be understood and acted 
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upon by specific individuals; he must 
have the confidence of those individ- 
uals; he must understand how their 
minds work. 

The controller who is skilled in the 
presentation of data in chart or graphic 
form may be very unhappy because no 
one in his business seems to use the 
information which he thus presents. 
The controller who is not thus skilled— 
who does not himself like charts and 
graphs—may be equally as unhappy 
because in his business there may be 
executives who could best use informa- 
tion submitted in this form. 

Business never has been, and I ven- 
ture to prophesy never will be, suc- 
cessfully managed by formula or by 
study of figures alone—regardless of 
the clearness with which each of the 
formulae may be developed or the fig- 
ures assembled and reported. Formulae 
and reports when properly prepared 
and used are important aids to man- 
agement. 

The growth and complications of 
modern business have made necessary 
the partial substitutions of devices such 
as these for acquiring much of the 
knowledge which executives in earlier 
days gained from personal contacts. 

The entire elimination of personal 
executive contacts with operations of 
the business—with complete depend- 
ence on written reports—is unwise and 
unnecessary. No written report can 
take the place of the trip through the 
factory, of a chat with the men who 
are Operating the machines. 

The best sales analyses ever devised 
will only supplement the knowledge 
gained by an occasional trip into the 
field with the salesmen. Background is 
essential to the proper understanding 
of any set of reports. 


CONTROLLER SUPPLIES BACKGROUND 


The controller supplies part of this 
background in his comments which ac- 
company reports. He can, and should, 
supplement his reports by acting as a 
personal contact between the execu- 
tives and the operating departments of 
the business. Frequently verbal reports 
to executives will supply background 
and facts which never can be supplied 
adequately in written reports and com- 
ments. 
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and There of § t 





Bank Controllers To Have 
Annual Meeting in St. Louis 
The Sixteenth Annual Convention of 
the National Association of Bank Audi- 
tors and Comptrollers will be held at St. 
Louis October 16-19. Mr. Chester C. 
Hammond of the First National Bank in 
St. Louis is general chairman of the Con- 
vention Committee. He announces that a 
diversified program of timely and inter- 
esting subjects will be presented by men 
possessing high qualifications. 


Two-Day Conference on Employment 
Security 


The Federal Advisory Council for Em- 
ployment Security conducted a two-day 
conference in Washington on June 21 
and 22 at the call of Arthur J. Altmeyer, 
chairman of the Social Security Board. 
The Council includes representatives of 
labor, management, and the public. 


Special Efforts Will Be Necessary 
To Fill Technical Jobs 


With the National Defense Program 
focusing attention on the question of 
whether the country’s labor force is ade- 
quate for the present emergency, the Fed- 
eral Security Administrator, Paul V. Mc- 
Nutt, made public on June 14 significant 
information, reported to him by the So- 
cial Security Board, regarding the supply 
of skilled workers to meet the needs of 
the defense program. Mr. McNutt an- 
nounced that the Board had completed a 
nation-wide inventory of the 5,100,000 ac- 
tive job seekers registered with its affili- 
ated state employment offices in April. It 
now has, he said, preliminary data on the 
number, location, and occupation of 
skilled workers available for jobs in 33 
states (such important states as California 
and New York are not yet included) with 
data covering all states to be available in 
the near future. 


Mr. McNutt said that reports received, 


by the Board from 33 states show that of 
a total of 3,325,000 job seekers registered 
in the public employment offices, there 
were 1,538,000 workers in 4,953 occupa- 
tions exclusive of the professional fields 
and unskilled labor. This group included 
23,000 technicians, 657,000 skilled crafts- 
men, and 858,000 semiskilled production 
workers. 

“The conclusion 


to be drawn from 


these data,”” Mr. McNutt stated, “is that 
no general labor shortage exists at pres- 


ent.” He pointed out, however, that in- 


creased production in defense industries 
on an emergency basis depends to a large 
degree upon having a sufficient number 
of skilled workers in certain key occupa- 
tions. “The question of the availability 
of such workers,” he said, “thus assumes 
new importance in view of expected in- 
dustrial expansion and greater require- 
ments in the future. It is expected that 
special efforts will be necessary, as has 
been the case on occasions during recent 
years, to meet temporary shortages in cer- 
tain specialized skills in specific local 
areas.” 


Conference Studies Experience Rating 
To Stablize Employment 


A “Conference on Steadier Jobs” was 
conducted on June 21 at Hotel Pfister, 
Milwaukee, by a number of organizations, 
including the Industrial Commission of 
Wisconsin, the Wisconsin Manufacturers 
Association, the Wisconsin State Chamber 
of Commerce, the Wisconsin Department 
of the American Legion, and the Wis- 
consin State Federation of Labor. 

The program was built around the 
thought that executives should take the 
same active interest in steadier jobs as 
they did in safety conferences years ago. 
Experience rating in the unemployment 
compensation field is now putting a new 
premium on constructive management ef- 
forts, it was pointed out. Such efforts 
result in lower contribution rates for un- 
employment insurance. 


Philip G. Wharton Heads Office 


Management Association 


Philip G. Wharton, general auditor of 
Atlantic Refining Company, Philadelphia, 
was elected president of the National Of- 
fice Management Association at the twen- 
ty-First annual conference of the associ- 
ation in Cleveland on June 18. Mr. 
Wharton has served as a director of the 
National Office Management Association 
for a number of years and was elected 
first vice-president of the association at 
the 1939 conference. 


SEC Says It Will Facilitate 


Raising Funds for Defense 


Assurance has been given to Mr. Fran- 
cis A. Bonner, chairman of the National 
Association of Securities Dealers, Inc., by 
Chairman Jerome N. Frank of the Securi- 
ties and Exchange Commission, that the 
Commission is “very much alive to the 








necessity of doing everything possible to 
facilitate the raising of the capital which 
must be obtained in connection with the 
program for national defense.” 

Mr. Frank has also assured Mr. Bonner 
that the Commission is aware of the co- 
operation which investment bankers are 
prepared to extend in accompanying this 
task. The Commission, Chairman Frank 
says, will do everything in its power to 
see to it that no obstacles are placed in 
the way of raising these funds through 
the normal financial market channels. 


Subjects Discussed in June Issue 
of Accountants’ Magazine 
“Published Financial Statements,” by 
Victor H. Stempf, C. P. A., an address 


delivered on May 17 at the Third Insti- § 


tute on Accounting of the College of 
Commerce and Administration, Ohio Uni- 
versity, is printed in the June issue of 
“The New York Certified Public Ac. 
countant.” Other papers presented at a 
round-table forum under the direction of 
the Technical Committee on Consolida- 
tions and Reorganizations, of the New 
York State Society of Certified Public Ac. 
countants, are ‘The Basis of Inclusion or 
Exclusion of Subsidiaries in Consolidated 
Statements,” by S. Carlton Kingston, 
C. P. A., and “The Reflection of Minority 
Interests and Preference Stock Interests 
in Consolidations,’ by Harold B. Simp- 
son, C. P. A., followed by questions and 
answers. Under Real Estate Accounting, 
papers are published on “Uniform Ac 
counts for Real Estate,” by Max Fink, 
C. P. A., on “Auditing Problems Affect- 
ing Real Estate,” by Ralph Ferson Grover, 
C. P. A., and on “What To Do About Re- 
cording Mortgages on the Balance Sheet,” 
by Benjamin J. Elson, C. P. A. 


Amendment of Securities Acts 
Deferred Until January 
Letters exchanged between Representa 
tive Clarence F. Lea, chairman of the 
Committee on Interstate and Foreign 
Commerce of the House of Representa 


tives, and Chairman Jerome N. Frank of F 


the Securities and Exchange Commissiog, 


indicate that action toward amending the J 
Securities Act of 1933 will be deferred | 


until next January. 

Mr. Lea has introduced H. R. 9807 and 
H. R. 10013, embodying proposals for 
amending the Securities Act. He asked 


the Securities and Exchange Commission F 
for comments and Mr. Frank replied with 


a request that the Commission be givet 
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until January, 1941, to file its comments 
and recommendations. The delay was 
asked on the grounds that the subject 
matter of the bills is of such scope and 
importance and requires such careful con- 
sideration that additional time is neces- 
sary for a study of the merits of the pro- 
posals. Mr. Frank added that these bills 
should be weighed in connection with 
such subjects as the Commission itself 
may wish to offer. 

The National Association of Securities 
Dealers has been conferring with the 
Commission on the subject of amend- 
ments. Others who are interested in 
changes in the Securities Act of 1933 and 
the Securities Exchange Act of 1934 in- 
clude the Investment Bankers Association 
of America, and various stock exchanges. 

In his reply, Mr. Lea agreed to the 
postponement and pointed out that a 
broad problem which confronts the na- 
tion is that of encouraging capital in- 
vestment, the employment of capital, and 
the consequent employment of labor. He 
stated that he believes that any unneces- 
sary handicaps to the investment of such 
capital should be removed. 


Journal of Calendar Reform Advocates 
World Calendar 

Several viewpoints of the desirability 
of a system of measuring time to estab- 
lish universal order appear in the “Jour- 
nal of Calendar Reform” for the second 
quarter—April, May, June—1940. It is 
the publication of The World Calendar 
Association, Inc., 630 Fifth Avenue, New 
York City. 


Important Articles on Statistics 
In Association’s Journal 


The June issue of the “Journal of the 
American Statistical Association” pub- 
lishes the following papers of interest to 
controllers: ‘War and Commodity Prices,” 
by Holbrook Working, Food Research In- 
stitute, Stanford University; “Sampling 
Public Opinion,’ by Elmo Roper, New 
York City; and “Problems and Progress 
in State Statistics,” by R. L. Gillett, di- 
rector of agricultural statistics, New 
York State Department of Agriculture 
and Markets, and senior agricultural stat- 
istician, United States Department of 


| Agriculture. 


Subjects Presented to Bank 
Auditors and Controllers 


Recent addresses before meetings and 
conferences of the National Association 





Inquiries Concerning Institute Invited 


The Controllers Institute of Amer- 
ica is 2 technical, and in a sense a 
| professional organization composed 
of nearly 1,400 controllers of the 
larger corporations of the United 
States. Membership is open to con- | 
trollers, and to those performing the 
duties of a controller as defined by 
The Institute, even though the appli- 
cant may have some other title. In- 
quiries are invited. A description 
of the duties of a controller, as de- 
fined by The Institute, will be sent on 
request. Address, The Controllers 
Institute of America, One East Forty- 
second Street, New York City. 











of Bank Auditors and Comptrollers are 
published in the June issue of the “Na- 
tional Auditgram”, the organ of that as- 
sociation. Selected subjects are: ‘The 
Auditor’s Position and Responsibility”, 
by C. E. Cagle, assistant chief, division 
examinations, Board of Governors of the 
Federal Reserve System, Washington, 
D. C.; Present-Day Personnel Problems 
of Banks”, by E. L. Stucker, comptroller, 
National Bank of Tulsa, Tulsa, Okla- 
homa; “Auditing of Commercial Ac- 
counts”, by F. C. Messenger, auditor, 
Merchandise National Bank of Chicago; 
“The Application of Analysis to Savings 
Banking”, by John J. Driscoll, Jr., C.P.A., 
Driscoll, Miller and Company, Philadel- 
phia; “Audit of Real Estate Mortgage 
Loans”, by Robert Graham, auditor, 
Union Trust Company, East St. Louis, 
Illinois; and ‘Possibilities of Inflation”, 
by William A. Irwin, associate educa- 
tional director of the American Institute 
of Banking. Two papers are also in- 
cluded: “Examination Procedure for Cash 
Collections”, by R. F. Mulloney, auditing 
department, The First National Bank of 
Boston; and “Examinations of Loans”, 
by H. Hobday, assistant manager, control 
division, The First National Bank of 
Boston. 


Higher Sales Bring Better Department 
Store Earnings in 1939 


An increase of 51/4 per cent. in sales in 
1939 as compared with 1938 made possi- 
ble a 45 per cent. gain in the profits of 
department stores according to a report 
just released by the Harvard Bureau of 


Business Research under the sponsorship 
of the National Retail Dry Goods Asso- 
ciation. The report is the twentieth in 
the series which was instituted in 1920 as 
one of the pioneer projects in the inten- 
sive study of distribution costs. This re- 
search, which is currently based on re- 
ports from 521 firms, provides a unique 
source of detailed information on the op- 
erations of an important type of business 
enterprise under the differing business 
conditions of the last twenty years. 

Professor Malcolm P. McNair, the au- 
thor of the current bulletin, points out 
that “profit changes over the past three 
years testify in a striking manner to the 
sensitive relationship which exists in the 
department store business between earn- 
ings and changes in net sales volume.” 

Two items of expense which did not 
share in the general tendency for expense 
items, as a percentage of sales, to fall 
were taxes and the combination of sup- 
plies and services purchased. 

Although department stores of all sizes 
participated in the better profit showing 
in 1939, the most improvement, percent- 
age-wise, was shown by the small stores, 
those with sales of less than $500,000. 


Some Employers Afraid To Say 
“Good Morning” to Workers 


“Because of the reiterated attitude of the 
Labor Board that management, which in- 
cludes foremen and other supervisory 
employees, may not say anything to its 
employees the purpose of which is to in- 
fluence the attitude of employees concern- 
ing labor union affiliation, there are some 
employers who are afraid to say ‘good 
morning’ to a man in the shop. It is a 
perplexing question how far an employer 
can go in giving information or opinion 
to employees in matters pertaining to la- 
bor relations. The intent with which his 
remarks or statements were made is the 
important question.” 

This is an excerpt from a paper pre- 
sented by Mr. Ralph Lind, of Stevenson, 
Jordan and Harrison, New York City, in 
a session of the Management Conference 
conducted by Stevens Institute of Tech- 
nology at Johnsonburg, New Jersey on 
June 29. 


The Ninth Annual Meeting of The Con- 
trollers Institute of America, on September 
23 and 24, will be one of the most impor- 
tant the organization ever has held, because 
of war and defense problems for control- 
lers. Plan to attend. 


The controller deals in figures— 
vital figures that tell the day-to-day 
story of business. He has, so to 
speak, a “vested interest” in figures 
—an interest in how they are as- 
sembled, interpreted, and distributed. 
As management wants reports on the 
condition and performance of busi- 
ness now, not a month from now, the 
controller is concerned with the 
speed with which figures are han- 
dled. And always his figures must be 
authentic and accurate. 

Because of the controller’s interest 
in speed, accuracy, and authenticity 
in keeping management informed 
and because of his general interest in 
overall economies, office routines and 
systems of control ‘The Controller” 
in this article reviews the use of tele- 
typewriter by a number of concerns. 
The teletypewriter is the instrument 
that does for the written word what 
the telephone does for speech. It en- 
ables “talking” back and forth in 
writing by wire and thus combines 
the speed of the telephone with the 
accuracy and authenticity of written 
messages. 

The use of teletypewriter by con- 
trollers and by business in general is 
not new. The first teletypewriters 
were used just twenty-five years ago. 
Today there are more than 20,000 
teletypewriters served by the Bell 
System. Some 13,000 of these are un- 
der teletypewriter exchange service. 

One of the country’s largest elec- 
trical manufacturers uses a teletype- 
writer hook-up consisting of nearly 
one hundred machines to link sales 
and administrative offices, plants and 
warehouses in its eastern territory. 
A large glass manufacturing concern 
uses the service on a nationwide basis. 
A small manufacturer of knit under- 
wear sends orders on special forms 
by teletypewriter from New York to 
a New England factor and thus is 
able to dispense with warehouse 
space in several cities. The use of 





Teletypewriter Becoming Important 
Tool of the Controller 


this service is making for changes in 
production, distribution and the way 
in which these two primary func- 
tions are controlled. 


TELETYPEWRITER SERVICE AS A 
“SYSTEM” 


The controller's interest in tele- 
typewriter lies mainly in its use in 
increasing the efficiency and lower- 
ing the cost of ways of doing busi- 
ness. In an increasing number of 
firms, large and small, teletypewriter 
is becoming an integral part of “sys- 
tem of control.” Its main economies 
are not always lower communica- 
tions cost. Very often they are the 
less tangible and yet definite bene- 
fits that the system built around tele- 
typewriter brings. Among these are 
such benefits as result from speeding 
up operations, improving service to 
customers, smoothing out routines, 
saving time in shipments, better con- 
trol and regulation of production, 
shipping, traffic, distribution and ad- 
ministration. 

Many times a simple teletypewriter 
system, consisting of two or three 
machines, produces all of these bene- 
fits for one concern and at the same 
time permits it to accomplish impor- 
tant inventory and manufacturing 
economies. An example is the use of 
teletypewriter service by the eastern 
division of one of the country’s lead- 
ing rubber manufacturers. 


BUILDING A SYSTEM AROUND 
TELETYPEWRITER 


This concern several years ago de- 
cided to close one of its plants in the 
New York metropolitan area and 
centralize all production activities at 
a newer and larger plant in a neigh- 
boring state about 40 miles distant 
from the firm’s main office in down- 
town New York. The move to cen- 
tralize manufacturing activities also 
gave this company a chance to re- 
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work the entire routine governing 
production and distribution in its 
eastern territory. An integral part of 
this routine was a teletypewriter sys- 
tem. 

A private line teletypewriter sys- 
tem was installed, primarily to trans- 
mit orders between the main office 
and the plant and to handle speed- 
ily messages between the two units. 
A sending and receiving machine 
equipped for form-writing is used in 
New York and a sending and receiv- 
ing message-writing machine and a 
receiving only machine at the fac- 
tory. Orders for stock items are sent 
on forms, while orders requiring spe- 
cial manufacture are sent on plain 
paper, the teletypewriter operator at 
New York connecting her teletype- 
writer with the factory teletypewriter 
wanted by operating a switching de- 
vice. 

One of the first economies made 
possible by this teletypewriter system 
was the discontinuance of a stock- 
room occupying expensive space in 
Manhattan. This stockroom had been 
necessary to give prompt service to 
customers in metropolitan New York. 
Sending orders from sales office to 
plant by teletypewriter, however, 
made it possible to serve customers 
direct from the warehouse at the fac- 
tory with the same speed of delivery 
as from the Manhattan stockroom. 
At the same time inventory was cen- 
tralized and stock-keeping procedure 
was simplified and improved. 

The system which this company 
has built around teletypewriter serv- 
ice is interesting from the standpoint 
of overall control, and certainly 
from its office-management aspects. 
Forms and plain paper are intet- 
changeable on the teletypewriter in 
the New York office. If an order is 
to be sent the proper form is put 
into the teletypewriter, and the tele- 
typewriter in the stockroom at the 
plant is switched on. 
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The teletypewriter at New York 
makes two copies of the order on the 
form, the first copy being a duplicat- 
ing master copy which later becomes 
the file copy, and the second the 
statistical copy. Simultaneously the 
order is received at the stockroom of 
the factory 40 miles away. The tele- 
typewriter there makes three copies 
—a combined label and stock-record- 
ing copy, a packing transfer and a 
packing ticket. 


PROCEDURE AT FACTORY 


The stockroom clerk at the factory 
takes the three copies of the order 
from the teletypewriter, and after 
entering the order number in a reg- 
ister, lays out the goods, posts stock 
records from the stock-recording 
copy, and sends label, packing trans- 
fer and packing ticket to the Ship- 
ping Department. Goods are then 
checked with the packing transfer, 
packed with the packing ticket, and 
the label is pasted on the package. 

The packing transfer copy is then 
turned over to the teletypewriter op- 
erator in the main office so that she 
can transmit back to New York a re- 
lease of the shipment. Back in the 
New York office the duplicating 
master copy has been placed in file to 
await the release, and the statistical 
copy has been passed through the 
Pricing Department where sales and 
cost prices are entered. 

When the release, showing the 
order number, date shipped, trans- 
portation used and charges for trans- 
portation, case numbers, and the like, 
comes back over teletypewriter from 
the factory, the New York copies of 
the order are taken from file. These 
copies are then completed, and the 
duplicating master copy is used in 
preparing the invoice and other 
necessary copies. 


TELETYPEWRITER AND INVENTORY 
CONTROL 


This rubber concern manufactures 
thousands of different listed items, in 
addition to specially engineered 
items which will be discussed later. 
Use of the teletypewriter to speed 
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orders in a steady stream from main 
ofice to factory, makes it easy to 
keep a perpetual inventory at the 
factory stockroom. The stock clerk, 
using the stock-recording copy of the 
teletypewritten order, merely enters 
against stock on hand shipments 
made. The Production Department 
is thus able to see its stock disappear- 
ing day by day, and if figures on 
stock conditions are wanted for man- 
agement or for the Sales Department, 
these may be assembled for any one 
of the thousands of different items in 
a few minutes and promptly tele- 
typed to New York by the teletype- 
writer in the main office at the fac- 
tory. 

Production control for these stock 
listed items rests with the Production 
Department, and management is not 
concerned with stock control, except 
for the broad budgeting of manufac- 
turing quotas. When stocks of vari- 
ous items reach a_ pre-determined 
point, orders go out from the pro- 
duction manager to replenish them. 
If management wants to know the 
quantities of various items produced 
and shipped, a teletypewriter mes- 
sage is sent to the factory, and the in- 
formation comes back by teletype- 
writer. 


HANDLING SPECIAL ORDERS 


About 80 per cent. of this com- 
pany’s business consists of orders re- 
quiring special engineering. Pricing 
of these orders is a very difficult job 
and is a function of the controller’s 
office in this company. Instead of 
maintaining a group of expert esti- 
mators at the main office, requests 
for estimates on these complicated 
orders, together with all details of 
the orders, are teletyped to the fac- 


tory, where factory engineers prepare 


estimates. These are in turn sent back 
by teletypewriter to the main office. 
It was largely because of the vol- 
ume of this correspondence concern- 
ing special orders, and the speed with 
which it must be handled, that the 
teletypewriter system was designed 
to perform both the message and 
form-writing functions. To transmit 
messages to the plant it is necessary 
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only for the teletypewriter operator 
in New York to change the forms in 
her teletypewriter to plain paper and 
switch to the message-writing ma- 
chine at the factory. 

When the company’s estimate on 
one of these special orders has been 
accepted by the customer, the tele- 
typewriter is used to send advance 
notice of the order’s acceptance to 
the factory. Having this advance 
notice the production unit concerned 
can begin preparation of special for- 
mulas, dies, molds, and the like, so 
as not to waste time when blueprints 
and specifications are received. 


AN INTEGRAL PART OF THE 
CONTROL 


This company also uses teletype- 
writer, both the private line system 
here discussed and teletypewriter ex- 
change service between New York 
and a plant in Ohio, to gather statis- 
tical and cost data in preparing re- 
ports of condition and performance 
which are made every four weeks. 
The controller thus reduces by sev- 
eral days the time necessary to pre- 
pare these reports. 

Considerable space has been de- 
voted to a discussion of this system 
because it shows that teletypewriter 
does the best job when it is consid- 
ered as a part of a system of control, 
and not as an office appliance of oc- 
casional use to the controller. As the 
controller of the above mentioned 
company says, “We do not consider 
teletypewriter as a means of com- 
munication alone. We have built it 
into our accounting, administrative 
and control system so that now it is 
an integral part of the system of 
management that we use. It helps us 
to coordinate the three functions of 
production, distribution and admin- 
istration almost as closely as if they 
were all located in the same building 
here in New York.” 


CONTROLLER’S REPORTS BY 
TELETYPEWRITER 


One of the controller's most im- 
portant functions is to assemble in- 
formation for monthly reports as 
soon as possible after the end of the 
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preceding month and to prepare and 
interpret this information for the use 
of management. The date each 
month on which books are closed 
varies with individual firms. Some 
concerns have no ‘deadline’ on 
monthly reports, but others want 
figures on the previous month’s 
operation immediately. The trend 
is toward speedier assembling of 
monthly reports in order to give 
management up to the minute infor- 
mation on company performance and 
condition. 

By using teletypewriter the con- 
troller, even though his firm has 
many units scattered throughout the 
country, can have in the home office 
reports of production, shipments, 
costs, inventories, and the like, just 
as soon as the various units or heads 
of various departments have them 
prepared. 

The use of teletypewriter exchange 
service by a large coke-producing 
firm is a case in point. This concern, 
with headquarters in New York and 
with production units at six points 
in the east and south, uses teletype- 
writer exchange service daily be- 
tween the home office and the plants 
for general administrative purposes. 
Then, at the end of the month the 
controller assembles from each plant 
a monthly report of its performance. 
So fast is this method that the 
monthly balance sheet is on the desks 
of executives at the home office two 
days after the close of the month’s 
business. 


AT THE FIRST OF THE MONTH 


On the first day of the month each 
production unit of this company calls 
the home office by teletypewriter. In 
a few minutes of writing by wire, the 
plant sends the complete story of the 
preceding month’s information. The 
production report usually comes first. 
It consists of the amounts of the vari- 
ous kinds of coke and by-products 
that have come from the ovens for 
the month. Next there is wage and 
hours information, so important in 
figuring the cost of the month’s pro- 
duction. Then comes the report of 
the receipt of raw materials, their 
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quantity and grade. Usually the 
plants have finished their reports by 
early in the afternoon of the first 
of the month. 

While the machines used by this 
company are not form-writing ones, 
the home office and the plants have 
set up a rough form to be followed 
in typing out the information for 
monthly reports. This rough form 
corresponds to the ruled and printed 
forms that the controller uses in pre- 
paring reports of the month’s opera- 
tion for operating executives and 
facilitates preparation of the finished 
reports and aids in checking them 
for accuracy against the original tele- 
typewriter messages. 

It is not necessary to code and de- 
code such of the reports as are of a 
confidential nature. The information 
arrives at the home office in readable 
words and figures, without having 
been seen by any persons other than 
those transmitting and receiving it. 
Since copies are made at both send- 
ing and receiving points, written rec- 
ords are available for checking at 
both plant and home office. 


REPORTING LEDGER DATA BY 
TELETYPEWRITER 


Another firm, a pioneer rayon pro- 
ducer and converter in this country, 
uses teletypewriter exchange service 
for assembling subsidiary ledger data 
and statistical information from sep- 
arated units. The home office of this 
firm is in New York and plants are 
located in Virginia and Georgia. 
Teletypewriter was originally used to 
transmit orders on special forms 
from the New York office to the 
plants, and this is still its main func- 
tion. However, in addition to trans- 
mitting orders the service has in late 
years assumed an important control 
function. 

Each plant, employing an up-to- 
the-minute accounting system and 
aided by the latest in tabulating and 
bookkeeping machines, assembles such 
figures as are wanted by the home 
office for control purposes, and 
within a few minutes these figures 
are in the New York office being 
interpreted. Teletypewriter saves two 


days in obtaining this control from 
the Georgia plant and one day in ob- 
taining it from the Virginia plant. 
This permits placing interpretive re- 
ports of the entire operation before 
the firm’s directors this much sooner. 
Included in these reports is the 
monthly balance sheet, which this 
firm has ready within at most six 
business days after the end of the 
month being reported. 

The figures thus transmitted by 
teletypewriter include complete de- 
tailed cost figures, and as such are en- 
tered on the control ledgers at the 
home office. Some figures are tre- 
ceived daily, some weekly and some 
monthly. In addition, there is a daily 
use of teletypewriter to report pro- 
duction from the plants to the home 
office and frequent use in produc- 
tion control. The copies of messages 
made by teletypewriters at both the 
plant and the home office provide a 
check on accuracy and a permanent 
record of figures transmitted. 


THE FLEXIBILITY OF TELETYPEWRITER 
SERVICE 


Very often, as these cases illus- 
trate, the function of teletypewriter 
service, already being used in a busi- 
ness to help with a specific produc- 
tion, distribution or administrative 
problem, can be enlarged to include 
many of the controller's specific 
chores. The flexibility of teletype- 
writer service, particularly teletype- 
writer exchange service, makes it 
adaptable to many of the firm’s com- 
munication needs. 

Under teletypewriter exchange 
service teletypewriters are intercon- 
nected through central offices similar 
to telephone central offices, except 
that operators in handling calls “talk 
in writing” rather than by voice. The | 
service can be used for periods as 
short as three minutes. 

In many firms subscribing to tele- 
typewriter exchange service the in- 
strument is located in a convenient 
place in the office and is used by all 
departments having a use for it. 
Usually use of the service is under 
the supervision of the office managet 
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He: Miss Dale, you're a fast worker! 






































LIGHTER key-stroke and remarkable new quietness of 
operation are among the host of improvements built 
into the new Model M Comptometer. 














NEW FEATURES OF THE MODEL M CUSHIONED-TOUCH 
COMPTOMETER 


For faster, easier operation: 


Lighter key-stroke 
Flexible keyboard 
One-hand subtraction 
improved decimal pointers 


For greater quiet: 


Mechani floated in rubber 
Scientific soundproofing 





For improved appearance: 


Cancelling lever built inside case 


New color and modern, simplified lines to 
harmonize with modern office interiors 


For minimized eye-strain: 


No-glare answer dials 
Larger, more legible answer numerals 
Restful grey-green color 














She: Thanks! But it’s just that new 





MODEL M CUSHIONED-TOUCH 


COMPTOMETER 


“Comptometer Economy” is a familiar (and 





pleasant) story to executives in almost every 
business and industrial field. It’s a story that 
“boils down” to more figure work handled in 
less time at lower cost, through high speed, 
Controlled-Key accuracy, flexibility—and mod- 
ern Comptometer methods. 


And now, the handsome new Model M Cush- 
ioned-Touch Comptometer offers all the funda- 
mental Comptometer advantages, together with 
many important new features and improvements 
which contribute to increased figure-work savings. 


A demonstration of ““Comptometer Economy,” 
as it applies to your own figure-work problems, 
may be arranged by telephoning your local 
Comptometer office ... or by writing direct to 
Felt & Tarrant Manufacturing Company, 
1734 North Paulina Street, Chicago, Illinois. 




















COMPTOMETER 


REG. U. S. PAT. OFF. 












Machine Tool Executive Gives His 





Conception of Budget 


The daily problems of an industrial 
executive, discussed recently by Mr. 
Robert T. Kent, general manager of 
Wm. Sellers & Company, Inc., in a 
management conference conducted by 
Stevens Institute of Technology, are 
solved largely on the basis of infor- 
mation supplied to the executive by 
his controller, Mr. Kent points out. 

Mr. Kent’s remarks dealt with prob- 
lems encountered in the machine tool 
industry, regarded by many as the 
“back-bone of national defense indus- 
tries’; but he pointed out that analo- 
gies can be found in all manufacturing 
industries. 

Major problems discussed included 
budget control, settling of differences 
between departmental heads, planning 
for the future, product development 
and cutting of costs to meet competi- 
tion, and foremanship training. Mr. 
Kent pointed out that in a properly de- 
fined industrial organization these and 
similar problems need not be of daily 
concern to the chief executive who has 
selected responsible men to discharge 
definitely assigned duties and func- 
tions. He further recommended the 
judicious use of staff meetings and 
foremanship training conferences. Mr. 
Kent said, in part: 

“In our organization in Philadelphia 
we have four major executive divi- 
sions, namely, finance, engineering, 
production and sales. Each of these is 
headed by an executive, and these ex- 
ecutives in turn delegate as many as 
possible of their duties to minor execu- 
tive and other subordinates. Each one 
of these executives has been provided 
with a program or a manual showing 
his functions.” 

The duties of the four major ex- 
ecutives, as well as of their several as- 
sistant executives, were given in ex- 
tended discussion, with emphasis on 
the major functions of the controller 
and office manager, works manager, 
sales manager, and chief engineer. 





By Robert T. Kent 


PROFIT MOTIVE STRESSED 


“The first consideration of the in- 
dustrial executive is the making of 
profits for his company,” Mr. Kent de- 
clared. “Every decision that is made, 
every policy that is set up must be 
viewed in the light of how it may or 
may not affect the profit making ability 
of the corporation. Unless there are 
profits no corporation can long con- 
tinue in business. Therefore a large 
fraction of the chief executive’s prob- 
lems lie on the financial side, and his 
relations with the financial officer of 
the company are extremely close. 

“The operation of the budget is 
something to which the chief execu- 
tive must give continuous and close at- 
tention. He must be sure at all times 
that there will be sufficient cash bal- 
ance to meet payrolls, taxes and ma- 
terial bills as they come due. If possi- 
ble, this cash balance should be de- 
rived at all times from the revenue 
from sales. Therefore, it is highly im- 
portant in setting up the budget that 
it should be set up to represent the 
cash flow over short periods, say, by 
the month. This will be determined 
by the sales forecasts turned in by the 
sales manager, showing the volume of 
sales by products and by periods, 
which can be translated into dollars 
of revenue within the ensuing 30 or 
60 days. 

“Against this volume of sales must 
be set up the volume of expenditure 
necessary for labor and materials to 
produce the goods that are sold. These 


expenditures will precede the corre- 
sponding cash inflow by some three to 
four months, and it is the period be- 
tween that should cause concern. 

“It is easily possible with good sales 
forecasting to so set up the budget 
that the controller can predict with al- 
most uncanny accuracy what his cash 
inflow will be during any particular 
month. Alongside of this he can also 
show with almost the same accuracy 
what his expenses will be for operat- 
ing the organization. With these facts 
before him, the amount of financing, 
if any, will be quite evident. The chief 
executive’s job then is to rearrange 
schedules, if possible, so that financing 
is unnecessary. 

“The foregoing, in short, is a budget. 
Many executives are content to do 
just what is outlined and no more. 
They think that when they have done 
this they are operating under budget 
control. They are far from achieving 
that ideal. The controller breaks down 
both income and expenditure into 
more or less minute details. He allots 
against these details the amount of in- 
come and expenditure that is necessary 
or may be permitted in a given month. 
In some cases daily and in others 
weekly, and at the most monthly, the 
actual expenditures or cash receipts are 
charted and placed opposite the budget 
allowances. Discrepancies between the 
budget figures and the actual figures 
are immediately apparent. 

“The efficient controller is scanning 
the discrepancies daily, weekly and 





June 23. 





NE of the most comprehensive yet succinct definitions of what a budget is 
and how to operate it that has come to light recently is that put forth by 
Mr. Robert T. Kent, general manager of Wm. Sellers G Company, Inc., of Phil- 
adelphia, during a management conference conducted by Stevens Institute of | 
Technology, at Johnsonburg, New Jersey. | 


Incidentally, Mr. Kent emphasized the high degree of reliance which he 
places on his controller, in his company’s plan of operations; and the necessity 
for careful definition of the duties of all the maj» executives. 


Mr. Kent presented his paper on 


—tThe Editor. 
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monthly. Accidental variations which 
correct themselves within a relatively 
short time need cause no concern. 
Where the trend however shows a 
measurable and continuous deviation 
from standard, it is a case for investi- 
gation. The controller immediately 
communicates with the head of the de- 
partment affected, be it the production 
manager or sales, and acquaints him 
with the facts. At the same time, if 
the deviation from standard is serious 
he advises the chief executive that 
trouble is brewing. If the department 
head involved does not act promptly, 
it then becomes one of the chief ex- 
ecutive’s daily headaches. 

“The budget is the most useful tool 
that a Chief Executive can have and 
it is almost impossible today to oper- 
ate a business efficiently without it.” 


EXECUTIVE'S JoB Lies MAINLY WITH 
FUTURE 


“I have said earlier in this address 
that the chief executive has nothing 
to do if his organization operates ef- 
ficiently. What I really mean by that 
is that he has nothing to do with the 
routine operations. His job lies mainly 
with the future. He is planning ahead 
for the next year; the next five years; 
he is endeavoring to ascertain market 
trends; he is trying to visualize what 
products in his field will be obsolete 
and what products that today are not 
even being thought of will be objects 
of quantity manufacture five or ten 
years hence. In this planning for the 
future he will be in frequent consulta- 
tion with all of the executive heads of 
departments. He will be learning from 
sales what the problems are of the 
company’s customers and he will be 
turning over in his mind what steps 
must be taken to solve these problems. 
Perchance it will indicate a slight 
change in the present product. On the 
other hand it may indicate the de- 
velopment of an absolutely revolution- 
ary product such as the centerless 
grinder was revolutionary in the abra- 
sive industry not so many years ago. 

Sales having presented the problems 
to him his first job is to have a market 
analysis made to show the possible vol- 
ume of business that will result from 
following the recommendations of 
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sales. If this proves satisfactory the 
next contact will be with engineering, 
to develop possible designs. Perhaps 
half a dozen, a dozen or twenty dif- 
ferent schemes will present themselves. 
All of these must be analyzed ; the rela- 
tive values determined from the stand- 
point of ability to do the job that is 
required. Once a satisfactory solution 
is reached from this standpoint, it goes 
to the works manager for a discussion 
of production problems, and the beau- 
tiful solution that engineering has 
worked out may be scrapped overnight 
because of possible shop limitations. 

“Then, too, it may be necessary to 
institute long and expensive research 
to determine whether or not the idea 
as finally outlined is acceptable, or sci- 
entifically correct, or economically pos- 
sible. After all the facts are gathered 
it then is the chief executive's job to 
go into a huddle with the financial 
man and determine whether or not the 
venture is worth while from a financial 
standpoint, and even prior to that 
whether the company can afford the 
investment that is necessary before it 
can undertake the work. There are 
three or four ways for an organization 
to achieve bankruptcy, but I know of 
none that will achieve it quicker than 
the expenditure of money in develop- 
ing and marketing a new product with- 
out a thorough study of all of the pos- 
sibilities of profit and of the dangers 
and pitfalls of expenditure. 


Must REVISE PROGRAM FREQUENTLY 


“Let us say that the chief executive 
begins his circle of duties by first pre- 
paring programs, either directly or by 
delegation, for all of the individuals 
in his organization. He gets these pro- 
grams into operation, and again, either 
by delegation or direct supervision, 
irons out all the rough spots and gets 
a smooth, harmonious, well organized, 
properly functioning machine. He has 
hardly completed this job before it is 
necessary to start all over again, chang- 
ing here, improving there, in order to 
keep up with the march of progress. 
For example, there are always econo- 
mies to be effected in machining oper- 
ations, new ways of cutting metals, 
enabling higher speeds, deeper cuts 
and heavier feeds to be taken. The 
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chief executive must see to it that his 
production department is made cogni- 
zant of these things and takes advan- 
tage of them. 

“Again, the sales manager points 
out to him that a competitor is able to 
put machines on the market at a lower 
price. The controller points out that 
costs on this particular type of ma- 
chine already are so high that a change 
in the present price would reduce the 
profits to the vanishing point. Then 
the chief executive sends for his works 
manager and puts the problem 
squarely up to him—how can you re- 
duce costs? The shop superintendent 
and the various foremen are called in. 
The methods of the shop used in pro- 
ducing this particular machine are 
thoroughly reviewed. Suggestions are 
made for new tools or for jigs and for 
fixtures which will materially cut the 
present cost of doing things. 

“For example, planing the T-slots 
of a planer by the conventional method 
of first cutting a groove and then with 
a hook tool forming the cross of the 
T, consumed 10 hours. A special form 
of multiple tooling was devised which 
reduced the time for planing T-slots 
for the same type of planer table to 
about 114 hours. Planer drive shafts 
formerly required about 11 hours to 
turn from the rough and finish turn 
ready for grinding. A study of the 
tools used and an application of the 
speed and feed data given in the man- 
ual of cutting metals recently pub- 
lished by the American Society of 
Mechanical Engineers reduced the time 
on this particular job to a little over 
314 hours. While the incentive in this 
case was supplied by the sales depart- 
ment, nevertheless it is the chief ex- 
ecutive’s job to be on the continual 
lookout for such possibilities of econ- 
omy and to point them out to the re- 
sponsible department heads concerned. 

“With proper selection of depart- 
ment heads, usually the suggestion is 
all that is necessary. In fact when the 
proper amount of enthusiasm has been 
developed the reverse is the case and 
the department head comes to his chief 
with a suggestion of ‘Would not this be 
a good thing for us to try?” When such 
a spirit can be developed in an organiza- 
tion it is well on its way to success.” 








Plan for Reducing Payrolls to 


Twelve a Year 
By D. F. Secord 


Today most business concerns find 
that their payroll departments have a 
problem on their hands. This prob- 
lem is caused by the necessity of mak- 
ing payroll deductions as required by 
the Government and also other deduc- 
tions for insurance and savings plans 
of various kinds which are currently 
popular. The numerous deductions 
complicate the payroll and cause extra 
burdensome work for the payroll de- 
partment. Special machinery and printed 
forms are on the market to help this 
condition, but at best they only make 
the work easier to do, but do not de- 
crease it. 

Although payrolls today are com- 
plicated, most companies like to fol- 
low their employees’ wishes as to pe- 
riodic payments, so that in some com- 
panies some salaried employees are 
paid weekly—some semi-monthly—and 
others monthly. This manner of pay- 
ing makes it necessary to make up as 
many as seventy-six payrolls a year, 
each to be figured exactly as to deduc- 
tions. 

Many employees who are paid 
weekly have expenses which are paid 
on a monthly basis, so that it is neces- 
sary for them to put aside a certain 
sum each week if their monthly bills 
are to be paid promptly. Such saving 
and accumulating is not easy and too 
often is neglected, with embarrassing 
results. 

Taking this into consideration and 
feeling that a concern could help its 
employees save the necessary amounts 
from their weekly pay so that their 
monthly bills could be met on time, 
and considering the savings which the 
company could make, a plan has been 
worked out and is now in operation 
which accomplishes this result and at 
the same time simplifies the whole pay- 
roll procedure. 


How PLAN OPERATES 


One month before the plan was put 
into effect, the following letter was 
sent to all employees: 





“We are writing this letter to all 
employees who are on a regular pay- 
roll basis. 

“Because of the expense involved in 
making up weekly and semi-monthly 
payrolls, due to the number of deduc- 
tions which have to be made, we are 
planning a change in method. 

- ee we will no 
longer pay you weekly or semi-monthly 
as you have been paid in the past, but 
will pay you only once a month. 

“However, realizing that this might 
cause you some inconvenience, we will 
arrange to advance to you each week 
if you wish, a set amount. Then, at 
the end of each month, we will give 
you a check for your total pay for that 
month, less any deductions for Social 
Security, insurance or other items, and 
less the amounts we have advanced you 
weekly during the month. 

“Below we show the maximum 
weekly advance we would be willing 
to make to you. We think you should 
very seriously consider, however, tak- 
ing an advance each week of a smaller 
sum than this, so that at the end of 
the month when you get your payroll 
check, it would be in a larger amount, 
because of the smaller advances. This 
might help you to budget your ex- 
penses better and enable you to get a 
check at the end of the month which 
would pay monthly items of expense 
which you no doubt have. 

“The attached form on which you 
will indicate how much you wish to 
receive as an advance should be filled 
out by you at once and turned in to the 
paymaster. 

Yours truly, 


Signed: Treasurer 


“Your present rate of pay converted 
to a monthly basis is $........ per 
month. 

“The maximum that we would be 
able to advance to you per week is 
Busdietsc. , less any deductions for 
purchases or indebtedness to the com- 


pany.” 
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The response received from this let- 
ter was 100 per cent. and many em- 
ployees elected to take less per week 
than the maximum which the company 
could pay in the form of an advance. 

The maximum which we would pay 
to any employee was arrived at by con- 
verting the weekly rate to a monthly 
rate and then deducting from the 
monthly pay the total regular deduc- 
tions and dividing the net amount by 
five and then evening off to the nearest 
dollar. This maximum sum so arrived 
at is the amount that could be paid to 
each employee each week of the year 
regularly and it was found we had to 
divide the salary by five because in 
some months there were five pay days. 

In operation, the paymaster makes 
up a memorandum payroll covering 
the advance that is to be paid for that 
week. This, of course, is quite sim- 
ple, as there are no deductions to be 
made on it and the amount paid to 
each person is in even dollars. There- 
fore the paymaster’s time is saved by 
the simplicity of the memorandum pay- 
roll, also in figuring out the money 
denominations which he must obtain 
from the bank and in filling the en- 
velopes, because no silver or copper 
coins are required. 


ONE COMPANY PAYROLL 


At the end of the month the pay- 
master makes up one company payroll 
for all salaried employees and this pay- 
roll shows the amount of pay due each 
person per month and shows all of the 
deductions for Social Security, hospi- 
talization, group insurance, and the 
like, and also a deduction for the ac- 
cumulated amounts which have been 
advanced to the employee for each 
week of the month. A check is then 
issued to the employee for the net bal- 
ance of salary due him. This check 
shows the employee the total monthly 
salary due him and all deductions, so 
that it fulfils the requirements of the 
Social Security Act and gives the em- 
ployee a full statement of his salary 
deductions. 

The payroll reports which are made 
up covering money advanced to the 
employees during the month become 
of secondary interest as soon as the 
(Please turn to page 259) 
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Institute Suggested Deferring 
Action on Excess Profits Tax 


When the United States Senate 
voted to include in the new Federal 
Revenue Act a provision calling for 
imposition of an excess profits tax, 
steps were taken immediately by the 
Committee on Cooperation with the 
Treasury Department, of the Control- 
lers Institute of America, to place The 
Institute on record in opposition to 
enactment of such a tax on such short 
notice and without proper consider- 
ation. 

Immediately after the Senate passed 
its measure it went to a Conference 
Committee composed of five Senators 
and six Representatives. Indications 
were that the Conference Committee 
would spend but very little time in 
considering the bills enacted by the 
Senate and the House of Representa- 
tives respectively. 

The situation called for prompt ac- 
tion, and the chairman of the Commit- 
tee on Cooperation with the Treasury 
Department, which has jurisdiction 
over studies made by The Institute of 
taxation problems generally, acted 
quickly, conferring with the officers of 


the Institute and members of the Na- 
tional Board of Directors. 

As a result, the following telegram 
was sent to the Conference Committee: 


“The Controllers Institute of America 
an organization of accounting officials 
representing all sizes and kinds of busi- 
ness enterprises all over the country ear- 
nestly urges you not to accept the La Fol- 
lette and Connally amendments to the 
1940 Revenue Bill stop Surely tax legis- 
lation of this nature and of such vital 
importance to the well being of the coun- 
try should be enacted only after careful 
study, hearings and consideration of sug- 
gestions and recommendations submitted 
at such hearings.” 


Whether or not representations were 
made to the Conference Committee by 
any other organization or group of 
business executives is not known, but 
the Conference Committee voted to 
eliminate the excess profits tax pro- 
vision. 

The Controllers Institute of America 
takes action in such cases only on the 
basis of supplying information and 
facts which have a bearing on pro- 
posed legislation. It has no committee 
on legislation. 


Accounting Reform Overemphasized 
As Protection to Investors 


The need of reform in accounting 
teports as a means of protection to in- 
vestors is overemphasized, according 
to Professor W. A. Paton of the Uni- 
versity of Michigan, in a bulletin just 
published by the Harvard University 
Bureau of Business Research. 

Professor Paton states that every ef- 
fort should be made to place corporate 
teporting on the highest possible level 
with respect to completeness, accuracy, 
and intelligibility, but nothing is 
gained by overemphasizing the impor- 
tance of reform in this field. 

The study, entitled, “Recent and 
Prospective Developments in Account- 
ing Theory,” is based on the Dickin- 


» son Lectures at the Harvard University 


Graduate School of Business Adminis- 


tration given by Professor Paton in 
April of this year. These lectures, pre- 
sented each spring, are made possible 
through a fund established in honor 
of the late Sir Arthur Lowes Dickinson 
and in recognition of his contributions 
to the accounting profession. 

“Losses of long-term investors are 
largely the result of business condi- 
tions, and the effect of accounting on 
such conditions is generally not very 
great,” says Professor Paton. ‘‘Losses 
of speculators,’ he continues, “are 
compounded of fluctuating business 
prospects, real and fancied, the nature 
of the mechanism employed, and spec- 
ulative temperament. 

“Given a condition of business fluc- 
tuation and development, people who 
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wish to speculate, and machinery 
through which speculation is possible, 
it is hard to see how governmental su- 
pervision of accounting reports can be 
a control factor of major importance.” 

The Study deals with the changing 
focus or point of view of accounting; 
increasing emphasis on the measure- 
ment of performance; problems arising 
from the selection of the period to be 
accounted for; and the question as to 
whether certain selected assets should 
be recorded at cost or at some other 
value. 

Professor Paton points out that, 
“The increasing consideration being 
given to income measurement and re- 
porting is presumably a manifestation 
of the influence of the business-enter- 
prise, managerial point of view.” He 
suggests, however, that in the future, 
interest will spread in accounting for 
the operations of the branch, division, 
department, or other operating unit, 
and notes the increasing attention be- 
ing paid to the stockholder, and the 
growing conception of the corporation 
as a semipublic institution. 

He emphasizes the shift in interest 
from the balance sheet to the state- 
ment of profit and loss. ‘Costs rather 
than assets is the significant term in 
present-day accounting.” “A very large 
section of the so-called assets of busi- 
ness enterprises, especially in the pub- 
lic utility and industrial fields, consists 
of costs in process rather than avail- 
able funds or ‘currently recoverable 
values.” 

Professor Paton holds that all costs 
legitimately incurred are homogeneous 
in their relation to revenue and there- 
fore it is unfair to play favorites with 
cost. As an example of favoritism, 
he points out the persistent tendency 
to, “subordinate depreciation in the in- 
come statement, to treat depreciation 
as a doubtful, optional, take-it or 
leave-it kind of cost.” Further with 
respect to cost favoritism, he states, “I 
can best emphasize my slant on this 
problem by saying that I have always 
been suspicious of the old story that 
the last straw broke the camel’s back. 
I have always suspected that the other 
straws had some influence on the re- 
sult.” 

(Please turn to page 256) 
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Controller Must Be Sure Prescribed 


Procedures Are Operating 
By Claude W. Hupp 


Speaking recently on “Internal Aud- 
its,’ Mr. Claude W. Hupp, a member 
of The Controllers Institute of 
America, made some observations to 
the effect that controllers these days 
are extending internal audit procedures 
generally. The informal address was 
made at a meeting of the Cincinnati 
Control of The Controllers Institute 
of America on February 13. It served 
to introduce a general discussion of 
this subject by members of the Con- 
trol. Mr. Hupp said, in part: 


“The constantly increasing recogni- 
tion of the importance of the control- 
ler in business management is in- 
stanced by the requirement in Securi- 
ties Act that a registration certificate 
must be signed by the controller or 
principal accounting officer, in addi- 
tion to other principal officers. 

“Security exchanges urge the in- 
vestor to investigate before he invests. 
Today the prospective purchaser of se- 
curities has more information avail- 
able to him than ever before, due to 
the time, effort, and expense incurred 
by management in assembling these 
data in accordance with disclosure re- 
quirements of the exchanges, and the 
Securities and Exchange Commission. 
The controller must extend normal in- 
ternal audit procedure as far as prac- 
ticable within reasonable limits of ex- 
pense. 

“Mr. Rodney S. Durkee, . speaking 
on “What Management Expects of the 
Independent Auditor’ said, ‘‘Manage- 
ment feels that there is an urgent ne- 
cessity for delineating the boundry be- 
tween the work of the independent 
auditor and its own accountant.” “It 
feels that its own accountant is pri- 
marily responsible for devising, install- 
ing, and maintaining efficient and eco- 
nomical systems of record keeping and 
internal control, and that the work of 
the independent auditor should sup- 
plement and complement the work of 
its Own accountant with minimum du- 
plication of effort.” 


“When I consider internal audits, I 
am thinking of internal check or con- 
trol. It involves limited exertion to 
prescribe each year the procedure for 
internal audit of main office, factory 
branches and subsidiaries, where you 
initiate standard practices of account- 
ing and procedure. However, you 
would find it difficult to prepare a 
work program for the internal auditor 
being sent to the office of a newly ac- 
quired subsidiary; you first wish to 
know what internal check and control 
existed under the system of accounting 
in that company. 

“It has been said, ‘one of the most 
important of all controls is the con- 
troller himself, and the choosing of the 
personnel in key positions all down 
the line.’ The selection of personnel 
for internal audits and their develop- 
ment is most important, for such audi- 
tors might be referred to as the ‘see- 
ing eye’ of the controller. 

“The extent of internal check and 
the use of modern methods are in- 
fluenced by the requirements and the 
volume and number of transactions of 
the individual concern. Certainly an 
adequate system of internal check in a 
large concern would include continu- 
ous and periodic audits to insure the 
carrying out of prescribed procedures, 
and to verify the accuracy and legitimacy 
of all items of income and expense. 

“The internal audit of a prescribed 
system is essential because of possible 
changes in operations, new products, 
and the like: Does the established 
routine, (1) in principle, produce re- 
liable results ? (2) Is it operating as it 
was set up to operate? (3) Is it, in 
fact, producing accurate and reliable 
results ? 

“Some items which should be con- 
sidered: 


“1. Have you as controller adopted 
or extended the internal auditing pro- 
cedure of looking beyond the records 
in confirming the physical assets and 
liabilities of your company ? 








(a) Actual inspection of test check of ma- 
terial, and the like, listed on receiv- 
ing reports. Verification by test 
check of receiving department’s rou- 
tine in counting or weighing, or 
otherwise verifying quantities. 

(b) If factory management is responsible 
for taking of physical inventory, does 
the controller have representatives 
observe and test check the inventory 
taking? 

(c) Do you take a physical inventory of 

machinery and equipment  periodi- 

cally to verify the plant and equip. 
ment ledger records? 

Do you have an engineer in the con- 

troller’s department, on a_ salary 

basis, for property valuations and in- 
ventory surveys? 


(d 


~~ 


“2. Will each one briefly outline 
the internal auditing procedure per- 
taining to an income or an expense, 
which you feel is of particular impor- 
tance in your business ? 


(a) Return Merchandise 
(Authorization of return, support: 
ing data required before issuance of 
credit and approval of credit).” 


Accounting Reform Overemphasized 
(Continued from page 255) 

With respect to the period of reck- 
oning, he elaborates the theme that, 
“Modern accounting essays the diff- 
cult task of breaking the continuing 
stream of business operations into time 
sections. The result at the best is no 


more than a series of careful esti-§ 


mates.” 


Regarding the conflict between thef 


use of cost and some other basis of as- 
set valuation, he says, “A careful ex 


amination of the whole picture, inf 


cluding sympathetic consideration of 


the possibilities of appraisals and conf 
version through the use of index num § 
bers, tends to the conclusion that thef 
accountant has been on the right track 


in giving his allegiance to the cost 
basis. At times, no doubt, this al 
legiance has been little more than 4 
blind adherence to tradition, but it maj 
very well be a deliberate and enlight 
ened point of view. With such a point 
of view, the accountant will be in 4 
position to exert a substantial influ 
ence, in a constructive direction, o 
proposals calling for basic amendment 
or reform of accounting concepts ane 
procedure.” 
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Publication of Book on Controllership 
Widely Endorsed by Educators 


Following the announcement in the 
May issue of THE CONTROLLER of the 
forthcoming publication by the Con- 
trollers Institute of America of a book 
on ‘‘Controllership, Its Functions and 
Technique,” a special announcement 
was sent to more than sixty teachers of 
accounting in collegiate schools of bus- 
iness throughout the country, together 
with a covering letter from President 
Oscar N. Lindahl. 

A large number of replies already 
have been received, all of which highly 
commend the purpose of the book and 
ask that copies be sent as soon as they 
are available. 

Among the comments received are 
the following: 


University of Michigan—DEAN C. E. 
GRIFFIN 

“This is in reply to your recent let- 
ter describing the book that you pro- 
pose to issue on ‘What Is a Controller, 
And What Does He Do?’ I shall look 
forward to seeing your book with keen 
anticipation. 

“Only last week I was talking with 
a prominent business man, who was 
not, incidentally, an accountant or a 
controller, and he was pointing out 
to me what he considered the impor- 
tance of this general subject and of the 
schools of business giving more atten- 
tion to it. I am quite sure that you 
will find a widespread interest in the 
subject among the educators of the 
country.” 
University of |Newark—PROFESSOR 

DONALD D. KENNEDY 

“Dean Esterly and I are very happy 
to learn that The Institute is planning 
to publish a book entitled ‘Controller- 
ship, Its Functions and Technique.’ 
We have already begun plans to give a 
Course during the year 1941-42 en- 
titled at this time ‘Managerial Ac- 
counting.’ This course will cover the 
field of controllership activity and your 
material will be a great assistance.” 


University of Akron—PROFESSOR W. 
W. LEIGH 

“I believe that a book on ‘Control- 
lership, Its Functions and Technique,’ 
such as you describe in your letter of 
June 5 would be very helpful. I am 
quite sure that we could use such a 
book advantageously in our introduc- 
tory course in business organization 
and also in such courses as analytical 
accounting, budgeting, and the like. I 
feel very definitely that the control func- 
tion is one that is to be given added 
emphasis. In the school field we have 
neglected it too much in favor of pub- 
lic accounting. I am glad to see you 
folks emphasizing the other and, to 
my thinking, more important side of 
the picture.” 


University of Kentucky—PROFESSOR 
ROBERT D. HAUN 

“While we do not offer a course in 
controllership here at the University 
of Kentucky I feel that our courses in 
accounting are definitely aided by the 
materials which you have made avail- 
able through The Controllers Institute. 
I am sure that the proposed book would 
be an added feature which would be of 
considerable help to accounting in- 
struction. When the book is published 
I shall be interested in securing a copy 
and would expect to be able to use it 
as an adjunct to the other materials 
which we use in ovr present course. 
With the growth of available materials 
many schools will no doubt soon de- 
velop additional courses in controller- 
ship. In my opinion such a book as 
proposed would be well received by ac- 
countants, by business men, and by ed- 
ucators.”” 


University of Waisconsin—DIRECTOR 
F. H. ELWELL 

“I think the publication of ‘Con- 
trollership, Its Functions and Tech- 
nique, which you have in mind will 
be an excellent book for instructional 
purposes. I am particularly hopeful 
as to its use, because Mr. MacDonald 
is to serve as editor.” 
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University of Michigan—PRoFESSOR 
W. A. PATON 

“Thank you for your letter of June 
5. I am very interested in learning that 
The Institute is planning to publish 
a book on ‘Controllership, Its Functions 
and Technique.’ I hope among other 
things that this will deal very realisti- 
cally with the functions of the con- 
troller in typical situations, particularly 
the relation of such functions to the 
duties of secretary, treasurer, and other 
officers. It has been my impression 
that the controller more and more has 
taken over administrative duties that 
formerly attached to such offices as 
treasurer and general auditor.” 


Rider College—PROFESSOR JOSEPH W. 
SEAY 

“T am confident that a book entitled 
‘Controllership, Its Functions and Tech- 
nique,’ would find a ready use in col- 
lege classes in the explanation of the 
application of the controller's duties 
to the management job. We shall be 
very much interested in the use of the 
publication.” 


The College of the City of New York 
—PROFESSOR GEORGE M. BRETT 
“IT am very much interested in your 
proposed book on ‘What Is a Control- 
ler and What Does He Do,’ to be pre- 
pared by Mr. John H. MacDonald. I 
am in hopes that in the near future it 
will be possible to introduce a course 
on controllership practice in our School 
of Business.” 


Boston University—PROFESSOR LEO 
DREW O’NEIL 

“TI am very much interested in this 
whole matter of education for control- 
lership, and would sincerely appreciate 
receiving a copy of the book when it 
appears, and perhaps grouping our 
courses so that we may announce cer- 
tificate and degree programs for stu- 
dents who desire to major in this field, 
in both Day and Evening Colleges.” 


“FINANCIAL SECURITY IN A CHANG- 
ING WORLD,” by Merryle Stanley Ruck- 
eyser. Greenberg, Publisher, Inc. 272 pages. 
$2.50. 

The author states in the preface that “in 
times such as these, when the future is un- 
predictable, it is clearly the part of wisdom 
for the investor and the enterpriser to keep 
clearly in their minds the dynamic factors 
which bear on economic values. It is help- 
ful at least to know which fluctuating ele- 
ments to watch. These are no times for 
buying securities to put them away and for- 
get about them.” 

The work is divided into four parts, the 
first of which deals with “Abnormal Factors 
as They Bear on American Savings and In- 
vestment.”’ Under this heading the author 
states that the problem of investing now 
is one of hedging against the uncertainties 
of the future in a war-torn world, and that 
the prudent man is less interested in trying 
to make a killing than in handling his af- 
fairs to be reasonably secure no matter what 
happens. He states in discussing the ques- 
tion of taking profits that the folly of pre- 
mature profit taking is to be favored over 
the greater blunder of overstaying the mar- 
ket advance. 

In treating the subject of cash reserves 
in abnormal times it is suggested that “un- 
less individuals are well advised, their quest 
for inflation hedges (say, common stocks or 
real estate) may lead to unwise selection 
and hazardous speculation. In their desire 
to net the most for their money such indi- 
viduals stand to lose not merely their in- 
come but also their principal, and would 
then find themselves much worse off than 
had they adhered to conservative savings 
plans, even though there has been a decline 
in interest rates and even though there 
might sometime ensue a temporary reduc- 
tion in the purchasing power of money.” 

The misconception about inflation due to 
hasty generalization is also pointed out. A 
chapter has been devoted to securities which 
benefit and those which suffer during war 
periods. In a chapter entitled, ‘Investment 
Diet in Critical Times,’ an investment list 
for a specific case is outlined and also a list 
of stocks which investment trusts were pre- 
dominantly buying during the third quarter 
of 1939 after the war started. In the chap- 
ter, “Does War Render Reforms Obso- 
lete?”’, the author states, ‘the behavior of 
the markets under new conditions raises 
anew the validity of economic reforms in 
the United States in recent years. Faced 
with the realities of what the President de- 
scribes as ‘limited emergency,’ we Ameri- 
cans should audit anew the reforms to as- 
certain whether they promote or retard 
functional efficiency in American business. 
This applies not only to stock market re- 
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forms, but to other new legislative controls 
of industry and labor.’’ A comparison is 
made also between conditions as they ex- 
isted in 1914-1918 and the period we are 
now passing through. 

The second part of the book deals with 
“Your Personal Finances.”” The author sug- 
gests ways and means for individuals to pro- 
tect themselves against a rise in the cost of 
living. The possibility of being underin- 
sured if there is a general rise in the cost 
of living and a decline in the purchasing 
power of the dollar is suggested. In the 
chapter, “The Hidden Influences Which 
Unbalance Your Family Budget,” the ef- 
fect of the steady increase in direct and 
hidden taxes is pointed out. In discussing 
recovery and reemployment he states, ‘the 
present day builders of hope in the new 
promise of American life can derive in- 
spiration from reading the annals which 
show that past forecasts of doom were al- 
ways based on fallacy and stunted vision. 
Given sound economics and political poli- 
cies, the United States has enormous po- 
tentialities for growth, and the indexes of 
production and distribution in the gay twen- 
ties are destined to be passed in the years 
that are ahead.” 

The third part of the work is entitled, 
“Managing Your Business Affairs.” The 
labor problems in wartime are discussed. 
The spiral of higher wages and higher 
costs is explored as well as the possibility 
of a shortage of specialized types of labor. 
Suggestions are made for a better under- 
standing of management problems by labor 
by more frankly acquainting labor with 
management problems and costs. 

A word of warning is advanced to avoid 
the headaches of war's aftermath by forego- 
ing the temptation to expand permanent 
plant facilities in order to take care of a 
temporary excess of orders. The points Mr. 
Murray Shields, economist of the Irving 
Trust Company, emphasized at a Group 
Conference at the Annual Meeting of the 
Controllers Institute of America in October 
of 1939 were quoted. They are as follows: 
“First, we must base our policies on the 
assumption that a war boom will be tem- 
porary. Second, it should be realized that 
a war-stimulated boom can not solve the 
economic problems which the nation has 
faced during the past decade of depression. 
Third, we ought to keep constantly in mind 
not only that a war boom does not solve 
the nation’s economic problems, but that 
it brings new problems into being.” 

The author suggests that business men 
should prepare against misunderstanding by 
interpreting their operations to the public 
in a simplified and understandable form. 
The operating sheets of the United States 
Steel Corporation are reproduced to show 
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how this can be done effectively. An ar. 
ticle by Mr. Franzy Eakin, vice-president 
and controller of A. E. Staley Manufactur- 
ing Company, printed in ‘The Controller,” 
was quoted as follows: ‘From an_ honest 
and popularized handling of the corporate 
figures will spring a new understanding and 
a new appreciation of the American way of 
life.” 

Chapters are devoted to the preference of 
wise business men for normal orders, the 
limits on foreign war orders and the pros. 
pects of trade with neutrals. And finally he 
discusses the effect of increased American 


preparedness and the indirect effect of the § 


war in Europe, particularly with respect to 
raw materials for which the United States 
is dependent from other countries. 

Part four, which is the conclusion, is de- 
voted to a discussion of the effect upon our 
economy if the United States goes to war. 
He states, “if we should get into the war, 
then the net result will undoubtedly be 
harmful to our economy. There would be, 
inevitably, a lowering of the living stand- 
ards of our people as consumption is con- 
sciously cut down in order to release pro- 
ductive power for war purposes.”’ 

A study of this book, which is written 
in an easy style and understandable form, 
should give the business man and the in- 


dividual a clearer conception of his prob- = 


lems and opportunities during the turbu- 
lent period through which we are passing. 
Reviewed by Louis W. JAEGER. 


Teletypewriter Becoming Important 
(Continued from page 250) 
who maintains a clearing house for 
the firm’s teletypewriter messages. 


Mention has already been made of F 
form-writing by wire, but this func § 


tion of teletypewriter probably needs 
some elaboration. The ability to 


write on forms at a distance makes? 


the teletypewriter more than just any 


instrument for instantaneous writing | 
















































by wire. It makes of it a business§ 
tool capable of performing functions} 


which heretofore have required the 
use of many different types of office 

equipment. The teletypewriter canj 
perform several of these functions af 
more than one point simultaneously. f 
As many as six or seven copies can bey 


made on either transmitting or te 


ceiving machine, and if there is 4 

need for more than this many copies,7 
machines may be linked in series) 
each producing a number of copies 
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Only form and message-writing 
teletypewriters have been mentioned, 
but there are also models which 
print on tape. And for users having 
considerable traffic, or for those who 
wish to store messages for sending at 
a later time, an automatic perforat- 
ing and transmitting teletypewriter 
is available which allows the message 
to be stored on a perforated tape and 
transmitted at any time. 

The best plans for using teletype- 
writer service are those which are 
“tailor made”’ to suit a business’s par- 
ticular written communication re- 
quirements. 


Plan for Reducing Payrolls 
(Continued from page 254) 
regular monthly payroll has been com- 
piled, because deductions of the ad- 
vances will equal the total money ad- 
vanced to the employees during the 
month. 

This leaves the company with only 
one payroll per month to be considered 
for its accounting records or to be au- 
dited by the various government agen- 
cies Of insurance companies. 

It means that the company does not 
have to have any adjustment entries at 
the end of the month covering prepaid 
salaries or salaries accrued. 

In practice it has been found that 
this method accomplishes a very posi- 
tive saving in work and is helpful to 
the employee because it allows the 
company to act as a budgeting agent 
for him. It also cuts down the num- 
ber of payrolls to twelve per year for 
the company and tends to reduce cler- 
ical errors and hazards by simplifica- 
tion. 

So far this payroll form has been 
applied only to salaried employees, but 
it is possible that under some circum- 
stances consideration could be given to 
using all or part of the idea to simplify 
payrolls of workers paid on an hourly 
Or piece work basis. 


Registrations Under Securities Act 
During May, 1940 


Registrations during May, 1940, under 
the Securities Act of 1933 totaled $102,- 
761,000, according to an analysis prepared 
by the Research and Statistics Section of 
the Trading and Exchange Division of the 
Securities and Exchange Commission. Se- 
proposed for sale by 


Curities issuers 


amounted to $97,270,000, as compared 
with $133,065,000 in April, 1940, and 
$31,227,000 in May, 1939. 

Statistics for May reflected mainly the 
registration of one issue, the serial de- 
bentures of the United States Steel Cor- 
poration with gross proceeds of $75,000,- 
000, or 77 per cent. of the total amount 
of securities proposed for sale by issuers. 
This large issue, therefore, accounted for 
the predominance of fixed interest-bear- 
ing obligations, as well as the importance 
of the iron and steel industry and of the 
total manufacturing group. Since these 
debentures were underwritten and the net 
proceeds were to be applied entirely to the 
repayment of debt, underwritten refunding 
issues predominated during the month. 

Aside from this single large issue, the 
securities of aircraft companies, all com- 
mon stocks, bulked largest in the month’s 
total. Securities of aircraft manufactur- 
ing companies equaled $6,582,000, or 6.7 
per cent. of the total proposed for sale 
by issuers, and securities of air transport 
companies aggregated $3,549,000, or 3.7 
per cent. of the total. Thus, aircraft man- 
ufacturing and transport companies com- 
bined accounted for 10.4 per cent. of the 
total, or approximately 45 per cent. of the 
total excluding the United States Steel 
Corporation issue. 
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LIKES CLASSIFICATION OF 
MEMBERS’ COMPANIES 
To the Editor: 

“I have not had an opportunity to study 
this book (the 1939 Year Book of The 
Controllers Institute of America) closely, 
but at first glance it appears to be a very 
well prepared volume, and you are to be 
congratulated upon the fine way in which 
the information has been presented. We 
particularly like the classification of mem- 
bers and their companies, and we feel sure 
that this will prove to be a very valuable 
feature of the Year Book in years to come.” 

W. L. EGGERT, 
Pacific Manifolding Book Co., 
Inc., Emeryville, California. 


THINKS 1939 YEAR BOOK 
“EXCELLENT” 
To the Editor: 
As usual the publication is excellent and 
should be appreciated by all the members. 
DEANE S. HAZEN, 

Benjamin Electric Manufacturing 
Company, Des Plaines, Illinois. 





39 BROADWAY 


Philadelphia - 





Depreciation and Depletion Studies 
Valuations and Appraisals 
Organization and Business Reports 
Securities Registration Investigations 


Design and Construction 


Ford, Bacon & Vavis 


Sncorporated 


Engineers 





Cleveland - 


NEW YORK, N. Y. 


Chicago 








Officers and Directors Elected by 
Controls for 1940-1941 






Officers of Controls Are Also Members of Boards of Directors 


Baltimore Control 


President, Mr. ARTHUR R. BURBETT, 
First National Bank. 

Vice-President. Mr. WALTER L. MATHIS, 
The Black & Decker Manufacturing Com- 
pany. 

Secretary-Treasurer, Mr. Howarp Jur- 
GENS, Sherwood Brothers Incorporated. 

Directors: Mr. PETER H. May, Mary- 
land Casualty Company; Mr. FRANK J. 
NaGELL, The Black & Decker Manufactur- 
ing Company. 


Buffalo Control 


President, Mr. AtBert H. RUMBLE, 
Remington Rand, Inc. 

Vice-President, Mr. BEN D. BLACK, 
William Hengerer Company. 

Treasurer, Mr. AuGusT G. HASELBAUER, 
The Marine Trust Company of Buffalo. 

Secretary, Mr. JOHN H. Goopwin, Jr., 
Columbus McKinnon Chain Corporation. 
Note: The directors of the Buffalo Control 

will be elected in September, 1940. 


Chicago Control 


President, Mr. CHARLES F. SCULLY, Gen- 
eral Candy Corporation. 

Vice-President, Mr. EowIn W. BurRBOTT, 
A. B. Dick Company. 

Treasurer, MR. HERMAN J. OLT, Inter- 
national Filter Company. 

Secretary, Mr. MArtIN KeEaAcy, Crowe 
Name Plate & Manufacturing Company. 

Directors: Mr. MILLER ADAMS, Fred 
Harvey Company; Mr. HEeNry D. BrouM, 
Wieboldt Stores, Inc.; Mr. THomas W. 
BRYANT, Wilson & Company, Inc.; Mr. 
JOHN A. DoNALDsON, Butler Brothers, Inc. ; 
Mr. Ray W. Dose, Borg-Warner Corpora- 
tion; Mr. F. L. GrirFirH, The Peoples Gas 
Light & Coke Company; Mr. Deane S. 
HAZEN, Benjamin Electric Manufacturing 
Company; Mr. F. H. Kaiser, The Crane 
Company; Mr. FRANK L. KING, Continental 
Illinois National Bank & Trust Company of 
Chicago; Mr. C. A. LiInDER, Booth Fisheries 
Corporation; Mr. H. L. Stuntz, The Alton 
Railroad Company; Mr. GeorGE B. Wuirt- 
FIELD, The Quaker Oats Company. 


Cincinnati Control 


President, Mr. HERBERT W. BOAL, The 
Andrews Steel Company. 

Vice-President, Mr. Cart M. De Buck, 
The Union Central Life Insurance Com- 
pany. 

Treasurer, Mr. KELLY Y. SIDDALL, The 
Procter & Gamble Company. 

Secretary, Mr. LEONARD C. BERNENS, 
The Andrew Jergens Company. 

Directors: Mr. Frep H. ALLEN, The 
American Laundry Machinery Company; 
Mr. GEorGE F. BRENNER, The Cincinnati 


Gas & Electric Company; Mr. Maurice W. 
GrIESBAUM, The A. Nash Company; Mr. 
Howarp G. HELFREY, The Drackett Com- 
pany; Mr. G. Bain Waters, The Richard- 
son Company. 


Cleveland Control 


President, Mr. H. P. THORNTON, The 
White Motor Company. 

Vice-President, Mr. J. E. HEIDGEN, Basic 
Dolomite, Inc. 

Treasurer, Mr. Roy I. MITCHELL, Em- 
pire Sheet and Tin Plate Company. 

Secretary, Mr. JAMES P. CARPENTER, 
The Cleveland Union Stock Yards Com- 
pany. 

Assistant Secretary, Mr. WE.LBy E. GIL- 
LETTE, The Ferbert-Schorndorfer Company. 

Directors: Mr. A. A. DENISON, The 
Cleveland Trust Company; Mr. SAMUEL 
DuNLap, American Steel & Wire Com- 
pany; Mr. ARTHUR J. FINK, Oglebay-Nor- 
ton & Company; Mr. WILLIAM C. MILLER, 
Industrial Rayon Corporation; Mr. ROBERT 
J. SNYDER, Steel and Tubes, Inc.; Mr. L. 
R. Swett, Central Outdoor Advertising 
Company, Inc.; Mr. THomas J. TosIn, 
Erie Railroad Company. 


Connecticut Control 


President, Mr. CHARLES F. PENDLEBURY, 
Veeder-Root, Inc. 

Vice-President, Mr. Froyp A. PEARCE, 
The Torrington Company. 

Secretary-Treasurer, Mr. HoMER T. Hur- 
FIELD, The Capewell Manufacturing Com- 
pany. 

Directors: Mr. Harry F. Jopp, Dicta- 
phone Corporation; Mr. WILLIAM M. Birs, 
Waterbury Farrel Foundry & Machine Com- 
pany; Mr. JosEPH T. FoERTH, The Bas- 
sick Company; Mr. Louis M. NICHOLS, 
General Electric Supply Corporation. 


Dayton Control 


President, Mr. G. RUSSELL PALMER, The 
Standard Register Company. 

Vice-President, Mr. W. H. KERMAN, 
The Journal-Herald Publishing Company. 

Secretary-Treasurer, Mr. E. F. CAmp- 
BELL, The Fyr-Fyter Company. 

Directors: Mr. RicHARD H. B. ADAMS, 
The City Railway Company; Mr. L. G. 
IHRIG, The Egry Register Company; Mr. 
R. L. KAUFFMAN, The Dayton Pump & 
Manufacturing Company; Mr. Pau J. 
MayLe, The Dayton Rubber Manufactur- 
ing Company; Mr. RussELL W. PEppI- 
corD, The Monarch Marking System Com- 
pany; Mr. WARREN WEBSTER, The Joyce- 
Cridland Company; Mr. E. W. WEsToN, 
The Weston Paper & Manufacturing Com- 


pany. 
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Detroit Control 


President, Mr. JOHN E. Hearst, S. §, 
Kresge Company. 


Vice-President, Mr. OTrMaR A. WAL J 


pow, National Bank of Detroit. 

Secretary-Treasurer, Mr. ALVIN Kropr, 
R. L. Polk & Company. 

Directors: Mr. MELBOURNE C. EMERY, 
Bull Dog Electric Products Company; Mr. 
WALTER J. GERICK, Socony-Vacuum Oj 
Company, Inc.—White Star District; Mk. 
O. J. GuRWELL, Thompson Products, Inc.; 
Mr. S. E. HEBERT, Whitehead & Kales 
Company; Mr. EUGENE C. HOELZLE, Pack- 
ark Motor Car Company; Mr. ARTHUR Ff. 
LiskA, Burroughs Adding Machine Com- 
pany; Mr. GeorGe W. SCHWARZ, Michi- 
gan Alkali Company. 


District of Columbia Control 


President, Mr. FRANKLIN H._ Ken. 
WORTHY, Chesapeake and Potomac Tele. 
phone Company. 

Vice-President, Mr. RALPH E. HEITMUL- 
LER, Acacia Mutual Life Insurance Com- 
pany. 

Secretary-Treasurer, Mr. O. H. RITE 
Nour, Washington Gas Light Company. 

Directors: Mr. Harotp G. Haypon, 
Potomac Electric Power Company; Mr 
HuMpuHREY LLoyp, Washington Properties, 
Inc.; Mr. L. J. VAN HERPE, Securities and 
Exchange Commission. 


Indianapolis Control 


President, Mr. Paut STARK, Northem 
Indiana Power Company. 


Vice-President, Mr. O. J. Norris, Ros 


Gear and Tool Company. 

Treasurer, Mr. BERNARD C. SCHAEFER, 
Advance Paint Company. 

Secretary, Mr. ELMER C. SCHWIER, In- 
dianapolis Water Company. 


Directors: Mr. Epwarp J. Down, Schwit § 
Henry FE 
GoLL, Prest-O-Lite Storage Battery Corpo § 
ration; Mr. Eowarp M. KARRMANN, Amet- 
ican United Life Insurance Company; Mf 


zer-Cummins Company; Mr. 


CHARLES R. KEOGH, American Nationil 
Bank at Indianapolis; Mr. W. Fost 
OLDSHUE, Railroadmen’s Federal Savings 
and Loan Association of Indianapolis; Mk 
F. J. SCHLATTER, Kingston Products Cor 


poration; Mr. Victor C. SEITER, Citizensyy 


Gas and Coke Utility. 


Kansas City Control 


President, Mr. Epwarp F. Lyte, Cit 


National Bank & Trust Company. 
Vice-President, Mr. JAMES A. Laws 
Jr. Western Auto Supply Company. 


Secretary-Treasurer, Mr. JAMES H. SCHU: 


LER, Crown Drug Company. 


Directors: Mr. ALFRED J. BLASCO, In- 
terstate Securities Company; Mr. WILLIAY 
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H. LowrRANcE, American Dairies, Inc.; 
Mr. OscaR D. NELSON, Butler Manufac- 
turing Company; Mr. Orvis A. SturpDy, 
Manor Baking Company. 


Los Angeles Control 


President, Mr. J. C. YARBROUGH, Los 
Angeles Railway Corporation. 

Vice-President, Mr. CrypE A. WARNE, 
California Consumers Corporation. 

Vice-President, Mr. Homer E. Lup- 
WICK, Firestone Tire & Rubber Company. 

Secretary-Treasurer, Mr. Epwin E. BAL- 
LING, JR., Latchford-Marble Glass Company. 

Directors: Mr. H. S. BrercGstrom, Pa- 
cific Finance Corporation of California; Mr. 
FreD H. BROWN, Macco Construction Com- 
pany; Mr. RoBerT E. KING, Los Angeles 
Turf Club, Inc. 


Milwaukee Control 


President, Mr. R. C. ZIMMERMAN, Pre- 
mier Pabst Corporation. 

Vice-President, Mr. HuGo KUECHEN- 
MEISTER, Ed. Schuster & Company, Inc. 

Secretary-Treasurer, Mr. CHARLES N. 
BuRTON, Oswald Jaeger Baking Company. 

Directors: Mr. JOHN J. BALSoM, Harley- 
Davidson Motor Company; Mr. W. D. 
KNICKEL, Weyenberg Shoe Mfg. Company; 
Mr. LAWRENCE G. REGNER, Briggs & Strat- 
ton Corporation; Mr. RICHARD E. VocrT, 
The Herzfeld-Phillipson Company. 


New England Control 


President, Mr. ALDEN C. Brett, Hood 
Rubber Company, Inc. 

Vice-President, Mr. GEORGE E. BASKIE, 
American Optical Company. 

Treasurer, Mr. THoMAs A. DUNBAR, 
Boston Elevated Railway Company. 

Secretary, Mr. JOHN S. LEAROYD, JR., 
Hygrade Sylvania Corporation. 

Directors: Mr. Davin R. ANDERSON, 
The Kendall Company; Mr. E. STEWART 
FREEMAN, Dennison Manufacturing Com- 
pany; Mr. WILFRED L. LarKIN, Boston 
Woven Hose & Rubber Company; Mr. 
Stuart D. MACLAREN, The Heywood- 
Wakefield Company; Mr. Epwin E. Mc- 
CONNELL, Norton Company; Mr. RICHARD 
N. RicBy, Gillette Safety Razor Company; 
Mr. Paut S. SMITH, Rockwood Sprinkler 
Company; Mr. CHARLES W. Tucker, H. 
P. Hood & Sons, Inc. 


New York City Control 


President, Mr. FREDERICK C. ELSTos, 
International Business Machines Corpora- 
tion. 

Vice-President, Mr. LEwis D. PARMELEE, 
sintic Gulf & West Indies Steamship 
ines. 

Treasurer, Mr. FRANK J. Scott, The 
Morris Plan Corporation of America. 

Secretary, Mr. ARCHER E. CHURCH, 
Newsweek. 

Directors: Mr. FRANK J. BISCHOFF, 
Consolidated Edison Company of New 
York, Inc.; Mr. Ceci. W. BorTon, Irving 
Trust Company; Mr. GeorGE I. BRIGDEN, 
St. Joseph Lead Company; Mr. JosePH A. 
EBERT, Chesebrough Manufacturing Com- 
Pany, Consolidated; Mr. GEorGE D. ELLIs, 
Combustion Engineering Company, Inc.; 
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Mr. G. E. Foster, The Brooklyn Union 
Gas Company; Mr. A. M. GeorGeER, United 
Artists Theatre Circuit, Inc.; Mr. ALFRED 
HENRY, Gimbel Brothers, Inc.; Mr. 
CHARLES A. PACKARD, Worthington Pump 
& Machinery Corporation; Mr. VINCENT 
C. Ross, Prentice-Hall, Inc.; Mr. FRANK- 
LIN W. RUTHERFORD, North British & 
Mercantile Insurance Company, Limited; 
Mr. WILFRED H. SIGERSON, United States 
Steel Corporation; Mr. GeorGeE D. SMITH, 
United Parcel Service; Mr. GErorGE J. 
THOMAS, TelAutograph Corporation; Mr. 
CLEEMANN WITHERS, Sperry Gyroscope 
Company, Inc. 


Philadelphia Control 


President, Mr. THOMAS W. DINLOCKER, 
S K F Industries, Inc. 

Vice-President, Mr. THoMas L. EvANs, 
N. Snellenburg & Company, Inc. 

Treasurer, Mr. FRANK M. FISHER, The 
Lehigh Coal & Navigation Company. 

Secretary, Mr. Harotp C. Stott, The 
Board of Pensions of the Presbyterian 
Church in the U. S. A. 

Directors: Mr. ALLEN L. Fow er, Hulse, 
Moss & Company; Mr. Haroip H. Gir- 
FORD, Horn & Hardart Baking Company; 
Mr. CHARLES L. JONES, Alan Wood Steel 
Company; Mr. Mark Z. McGILL, Collins 
& Aikman Corporation; Mr. ARTHUR S. 
PoucHoT, Lee Rubber and Tire Corpora- 
tion; Mr. J. WALTON St. Crair, Hajoca 
Corporation; Mr. GEorGE R. RANKIN, Art- 
loom Corporation. 


Pittsburgh Control 


President, Mr. CLiFForD A. HILL, Dravo 
Corporation. 

Vice-President, Mr. CARL G. JENSEN, 
A. M. Byers Company. 

Treasurer, Mr. WILLIAM E. SCHEIBLER, 
The Union Trust Company of Pittsburgh. 

Secretary, Mr. R. EARL Gray, Koppers 
United Company. 

Directors: Mr. JOHN V. Bowser, The 
Westinghouse Air Brake Company; Mr. 
ROBERT J. CALVERT, Pittsburgh Steel Com- 
pany; Mr. JoHN L. GLENN, Pittsburgh 
Coal Company; Mr. M. L. JarBog, Dia- 
mond Alkali Company; Mr. L. H. Lunn, 
Westinghouse Electric & Manufacturing 
Company; Mr. RoBerT M. OvERALL, Gim- 
bel Brothers; Mr. M. M. ScHratz, Alumi- 
num Company of America. 


Rochester Control 


President, Mr. LAWRENCE S. CALLA- 
GHAN, The Todd Company, Inc. 

Vice-President, Mr. Epw1n C. RoworTH, 
Stromberg-Carlson Telephone Manufactur- 
ing Company. 

Vice-President, Mr. JOSEPH J. MYyYLER, 
Neisner Brothers, Inc. 

Treasurer, Mr. A. N. Masucci, Hickey- 
Freeman Company. 

Secretary, Mr. THOMAS M. McDERMOTT, 
Hickok Manufacturing Company, Inc. 

Directors: Mr. JOHN J. BurKE, Roches- 
ter Packing Company, Inc.; Mr. WILLIAM 
C. Hussey, Levy Bros. & Adler Rochester, 
Inc.; Mr. EpMoNpD S. LARosE, Bausch & 
Lomb Optical Company; Mr. HERBERT J. 
NoBLE, Taylor Instrument Companies; Mr. 
NorMAN R. Otzey, The R. T. French 
Company; Mr. C. J. VAN NIEL, Eastman 
Kodak Company. 
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St. Louis Control 


President, Mr. Georce A. OBER, Cor- 
neli Seed Company. 

First Vice-President, Mr. V. R. KOENIG, 
Mississippi Lime Company. 

Second Vice-President, Mr. Louis C. 
KuNz, Mallinckrodt Chemical Works. 

Secretary-Treasurer, Mr. PAu L. Jacosy, 
Ralston Purina Company. 

Directors: Mr. WILLIAM AITKEN, Fal- 
staff Brewing Corporation; Mr. WILLIAM 
N. PAYNE, American Zinc, Lead and Smelt- 
ing Company; Mr. HERBERT M. RAMEL, 
Ramsey Accessories Manufacturing Corpo- 
ration; Mr. ARTHUR C. SCHUCHARDT, Lam- 
bert Pharmacal Company; Mr. HENRY J. 
SERTH, Wohl Shoe Company; Mr. Lau- 
RENCE A. SMITH, General American Life 
Insurance Company; Mr. E. J. SpmgGEL, 
Gaylord Container Corporation. 


San Francisco Control 


President, Mr. T. GaArTRELL, General 
Metals Corporation. 

Vice-President, Mr. REESE TUCKER, Bal- 
four Guthrie & Company, Ltd. 

Treasurer, MR. FRANK J. MELEY, The 
H. C. Capwell Company. 

Secretary, Mr. WALTER L. EGGERT, Pa- 
cific Manifolding Book Co., Ltd. 

Directors: Mr. GEORGE H. ENGELS, Mar- 
ket Street Railway Company; Mr. LEONARD 
W. HuGuHeEs, California Corrugated Cul- 
vert Company; Mr. OWEN T. JoNEs, Amer- 
ican Trust Company; Mr. JOHN G. WAL- 
LING, Honolulu Oil Corporation. 


Syracuse Control 


President, Mr. DUNCAN K. VAN CLEEF, 
L. C. Smith & Corona Typewriters, Inc. 

First Vice-President, Mr. Husert L. 
BALME, Oneida, Ltd. 

Second Vice-President, Mr. Morris TRACY, 
Niagara Hudson Power Corporation. 

Secretary-Treasurer, Mr. Francis E. 
Doonan, Hall & McChesney, Inc. 

Directors: Mr. JOSEPH W. Crossy, Will 
& Baumer Candle Co., Inc.; Mr. GEORGE 
K. CHRISMER, Easy Washing Machine Cor- 
poration; Mr. Kart M. HAENDLE, First 
Trust & Deposit Company; Mr. JoHN K. 
Hitt, The Norwich Pharmacal Company ; 
Mr. PAu B. Murpnuy, Central New York 
Power Corporation; Mr. Epwarp J. WHa- 
LEN, Kleen Kap Corporation—Smith Lee 
Company, Inc.; Mr. ARNOLD E. Woon- 
TON, New Process Gear Corporation. 


Twin Cities Control 


President, Mr. REYNOLD A. LEE, Powers 
Dry Goods Company. 

First Vice-President, Mr. WILLIAM F. 
HAGERMAN, The Minnesota Mutual Life 
Insurance Company. 

Second Vice-President, Mr. C. W. PEr- 
RINE, Minnesota Amusement Company. 

Secretary-Treasurer, Mr. ERNEST C. 
PETERSON, Brown & Bigelow. 

Directors: Mr. RoBert W. Cooper, 
Munsingwear, Inc.; Mr. RicHarD H. Dog, 
The Emporium of St. Paul, Inc.; Mr. L. 
E. FELTON, Minnesota Valley Canning 
Company; Mr. GeorGcE H. HEss, Jr., Great 
Northern Railway Company; Mr. DoNALD 
W. PETERSON, Minneapolis Gas Light 
Company; Mr. RUDOLPH J. SEMSCH, Car- 
gill, Incorporated; Mr. ROME A. SEXTON, 
Minneapolis Brewing Company. 
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NEW MEMBERS ELECTED 


At a meeting of the Board of Directors 
of The Controllers Institute of America, 
held June 28, 1940, the applicants named 
below were elected to active membership in 
The Institute: 


C. C. BARRETT 
The Cowles Detergent Company, Cleve- 
land. 
ROBERT R. BOOTH 
The Associated Press, New York City. 
WORCESTER BOUCK 
The Lionel Corporation, New York City. 


FRANK R. DINWIDDIE 
The Hewitt Soap Company, Inc., Day- 
ton. 
L. H. HAMMERSTROM 
Continental Illinois National Bank and 
Trust Company of Chicago, Chicago. 
FRANK D. JONES 
The Superior Oil Company, Houston. 
GeorGE N. MAUGER 
The Dime Savings Bank of Brooklyn, 
Brooklyn. 
JAMES A. RUSSELL 
The Northern Trust Company, Chicago. 
D. W. SEELY 
The Crowell-Collier 
pany, Springfield, Ohio. 


Publishing Com- 
M. G. STRATTON 
Compo Shoe Machinery Corporation, Bos- 
ton. 
CLARENCE P. SULLIVAN 
Fostoria Glass Company, Moundsville, 
West Virginia. 
RHODES D. SWINBURNE 
Wheeling Steel Corporation, Wheeling, 
West Virginia. 
MILo L. VoIGHT 
The Permutit Company, New York City. 


R. H. WELLINGTON 
The California Ink Company, San Fran- 
cisco. 

RopERIC M. WILDER 
Pass & Seymour, 
York. 

CHARLES E. WILLARD 
Pettibone Mulliken Corporation, Chicago. 


Inc., Syracuse, New 





INSTITUTE MEMBERSHIP 


Election of the applicants 
named above brings the total 
membership of The Control- 
lers Institute of America to 


1379 











MEETINGS OF CONTROLS 


Dayton: 
Topic: “Planning and Controlling 
Production” 

Mr. W. H. Nicholas, controller of the 
Master Electric Company, and a member 
of the local Control, led a discussion on 
“Planning and Controlling Production” at 
the regular monthly meeting of the Dayton 
Control. The meeting was held on June 
13 at the Miami Valley Golf Club. As a 
basis for discussion Mr. Nicholas outlined 
the method used in his company’s plant 
where a large number of special products 
are manufactured on a mass _ production 
basis. The subject was a most appropriate 
one at this time and the members were 
greatly interested in it. 


Detroit: 
Topic: Annual Meeting 
Completion of another year’s activities of 
the Detroit Control was marked by the June 
meeting which was held on June 14. It 
is usual at this final meeting to include 
some additional activity with the business 
session. Accordingly, the meeting was held 
at the Oakland Hills Country Club with 
golfing privileges in the afternoon. The 
business session followed dinner, and off- 
cers and directors were elected for the 
coming season. 


District of Columbia: 
Topic: Annual Meeting 

The District of Columbia Control held 
its final meeting of the season at the Colum- 
bia Country Club, Chevy Chase, Maryland, 
on June 11, starting at 12:30 P.M. with 
lunch followed by golf. The meeting, fol- 
lowing a dinner at 7:00 o'clock, was called 
to order by President Lloyd. He presented 
the report of the nominating committee, 
and officers and directors were unanimously 
elected for the 1940-1941 season. 

Mr. Lloyd also advised the Control that 
the next meeting of the Baltimore Control 
would be held on June 19 at the Lord Bal- 
timore Hotel and that the members of the 
Washington Control were cordially invited 
to attend. 


Kansas City: 
Topic: ‘Evaluation of Kansas City 
Real Estate” 

The regular monthly meeting of the Kan- 
sas City Control was held on June 4 at 
Fred Harvey’s Pine Room, with President 
Jack L. Batchler in the chair. He intro- 
duced the speaker of the evening, Mr. Ed- 
ward A. Sandler, executive secretary, Real 
Estate Board of Kansas City, who gave an 
enlightening, informal address on the plan 
and procedure being used in the evaluation 
of Kansas City real estate for the purpose 
of bringing about equitable real estate tax 
assessments. 

To give an idea of the task, Mr. Sandler 
explained that there were approximately 
208,000 parcels of real estate involved, 
having the value of nearly one-half billion 
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dollars, on which the tax return was about 
1714 million dollars. There are 750 per. 
sons engaged in the work, which includes 
measuring property, taking pictures, clerical 
work, classifiers, professional land valuators, 
and value coordinators. The total cost of 
this effort will run about $450,000 of which 
$310,000 is provided by the government 
and the other $140,000 by the city and 
county. It is expected that the work will 
be completed by December 1, 1940. 

The meeting was thrown open to dis. 
cussion, and Mr. Sandler very graciously 
gave additional time to answering questions, 
President Batchler thanked Mr. Sandler and 
assured him that it had been one of the 
most interesting and instructive meetings 
of the year. Officers and directors for the 
coming year were elected, and the new vice. 
president, Mr. James A. Laws, Jr., West- 
ern Auto Supply Company, announced that 
the next meeting of the Control would 
probably be on the regular meeting date, 
September 11, on call by the secretary. 


Los Angeles: 

Topic: “Federal Old Age Pensions 
and State Unemployment Insur- 
ance” 

Mr. Herbert T. Short, of Bekins Van 


and Storage Company, a director of the local § 


Control, presided at the monthly meeting 
of the Los Angeles Control which was held 
on June 20 at the Clark Hotel. The pro- 
gram committee arranged to have present 
at the meeting Mr. R. A. Riddell, chief of 
the employment tax division, Bureau of 
Internal Revenue; Mr. W. T. French, chief 
of the Division of Unemployment Insur- 
ance, State of California; and Mr. H. R 
Harnish, administrative coordinator, De. 
partment of Employment, State of Cali- 
fornia, to answer questions of member 
concerning the subject of Federal Old Age 
Pensions and State Unemployment Insur- 
ance. Members were privileged to have 
the key men who handle these problems in 
their organizations attend the meeting a 
guests. 


New England Regional Conference 
for Controllers 
The New England Regional Conference 
for Controllers was held on June 7 at the 
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New Ocean House, Swampscott, Massa 
chusetts. It was a great success and showed 
a high degree of interest in controllership 
among the members of the New England 
Control and others in that territory. The 
attendance was a pleasant surprise and 
everyone was pleased with the constructive 
discussions which made up the morning and 
afternoon sessions. The program was as fol: 
lows: 

Morning Program 
9:00 A.M. Registration. 
10:00 A.M. Technical Session. 


Introductory Remarks, Alden ¢ 


Brett, President of New England 
Control. Chairman: E. Stewatt 
Freeman, Dennison Manufactut § 


ing Co., Framingham, Mass. 
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Subject: “The Controller's Place in 
Industry,” Professor Wyman P. 
Fiske, Massachusetts Institute of 
Technology, Cambridge, Mass.; 
Henry C. Perry, Heywood-Wake- 
field Company, Gardner, Mass. 
Discussion and questions from the 
floor. 
12:30 P.M. Adjournment. 
1:00 P.M. Luncheon (Informal Groups). 


Afternoon Program 
2:00 P.M. Technical Session. 

Introductory Remarks, Alden C. 
Brett, President of New England 
Control. Chairman: Professor 
Ross G. Walker, Harvard Gradu- 
ate School of Business Adminis- 
tration, Boston, Mass. 

Subject: “Budgetary Control,” E. G. 
Michaels, Vick Chemical Com- 
pany, New York City. 

Discussion and questions from the 
floor. 

4:00 P.M. 

Subject: ‘Management Reports,” 
Nelson L. McCully, Bauer and 
Black, Chicago. 

Discussion and questions from the 
floor. 

5:00 P.M. Adjournment. 
5:00-6:30 P.M. Reception and Refresh- 
ments. 


Evening Dinner Meeting 

Toastmaster, Alden C. Brett, Presi- 
dent, New England Control. 

Address: Oscar N. Lindhal, Presi- 
dent, Controllers Institute of 
America. 

Address: “Cooperation and_Inde- 
pendence,” William W. Werntz, 
Chief Accountant, Securities and 
Exchange Commission, Washing- 
ton, B.C. 


Mr. Oscar N. Lindahl, President of the 
Controllers Institute of America, and Mr. 
Arthur R. Tucker, managing director, at- 
tended the Conference and were accom- 
panied by three members of the New York 
City Control. 


New York City: 

Topic: “Business and Economic Con- 

ditions in Europe” 

The final meeting of the season of the 
New York City Control was held on 
June 27 at the Shelton Hotel. The guest 
speaker was Mr. John F. Chapman, foreign 
editor of Business Week, who gave a first- 
hand report of business and economic con- 
ditions in Europe as seen by him on a 
fecent visit. He made his usual visit to 
urope earlier in the year and_ talked 
with business men, bankers, economists, and 
government officials. He brought back a 
gteat volume of useful information which 
gave a vivid picture of the conditions with 
Which American business concerns have to 
contend. Officers and directors of the Con- 
ttol for the coming year were elected at this 
meeting, 


Pittsburgh: 
Topic: “The F. B. I. Today” 


The regular monthly meeting of the Pitts- 
burgh Control was held on June 24 at the 
St. Clair Country Club with Mr. Clifford A. 
Hill, Dravo Corporation, as host. Golf 
was enjoyed from 2:00 P.M. to 6:00 P.M. 
and was followed by dinner at 7:00 o'clock. 
The speaker of the evening was Mr. M. W. 
Acers, special agent, Federal Bureau of In- 
vestigation, United States Department of 
Justice—and his subject was “The F. B. I. 
Today.” The annual election of officers 
and directors was held. Their names are 
published in this issue of THE CONTROL- 
LER. 


Rochester : 
Topic: Annual Meeting. Open Forum 
The last “Open Forum” for the season 
of the Rochester Control was held in May, 
but at the meeting of June 5 current prob- 
lems were presented by members for discus- 
sion. The nominating committee presented 
its report, and the annual election of off- 
cers and directors took place. Plans, poli- 
cies, procedures, and government of the 
Rochester Control were considered and the 
season of 1939-1940 was duly closed. 


San Francisco: 
Topic: ‘Private Enterprise Versus 
Socialized Control” 

The annual meeting of the San Francisco 
Control was held at the Women’s Club 
House (formerly Yerba Buena Club) on 
Treasure Island, June 21 and was for mem- 
bers only. The guest speaker was Mr. A. J. 
Lundberg, president of the Key system, who 
spoke on “Private Enterprise Versus So- 
cialized Control.’ He is an outstanding 
speaker and his topic is of vital importance 
at this time; it was the belief of the mem- 
bers that the program was the best of the 
year. Officers and directors for the ensuing 
year were elected. 


St. Louis: 
Topic: Annual Meeting 
The last meeting of the year was held by 
the St. Louis Control on June 24 at the 
Missouri Athletic Association. The officers 
and directors for the coming year were 
elected, and after this bit of business the 
evening was devoted to social activities. 
The attendance was good and the members 
gave the retiring officers a rousing send-off. 


Twin Cities: 
Topic: Annual Golf Party 
The annual golf party and the last meet- 
ing of this season of the Twin Cities Con- 
trol was held on June 4 at the Midland 
Hills Golf Club, Rosetown. The .starting 
time for the golfers was set at 1:30 P.M. 
and members arranged their own foursomes. 
Dinner was served at the Club House at 
6:30 P.M. and was followed by the regular 
meeting at which directors and officers were 
elected for the ensuing year. 
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Connecticut: 
Topic: Annual Meeting 
The Connecticut Control held its annual 
dinner meeting and election of officers on 
June 5 at the Brooklawn Country Club, 
Bridgeport, Connecticut, preceded by golf 
in the afternoon. The meeting was held 
immediately after dinner with Mr. L. M. 
Nichols, president of the Control, in the 
chair. The annual reports of the president 
and of the treasurer were read and ap- 
proved. The Nominating Committee, rep- 
resented by Mr. H. T. Huffield, chairman, 
presented its slate of nominations for next 
year’s officers and directors, and the secre- 
tary was instructed to cast one ballot for 
the election of the men whose names are 
published in this issue. Mr. Arthur R. 
Tucker, managing director, representing na- 
tional headquarters, gave a very interesting 
resumé of the Institute’s activities and plans 
for the future. This was followed by a 
round-table discussion of various questions 
brought up by the members. 


Buffalo: 
Topic: “Current Problems” 
The Buffalo Control held its monthly 
meeting on June 4 at Park Club, Williams- 
ville, New York. The program consisted 
of golf in the afternoon, dinner at 6:30 
P.M., followed by a session at which a dis- 
cussion of current problems took place. 
Officers and directors for the ensuing year 
were elected. Their names are published 
in the current issue of THE CONTROLLER. 


Cleveland: 
Topic: Annual Meeting 
The annual meeting of the Cleveland 
Control was held on June 11 at the West- 
wood Country Club. The afternoon pro- 
gram consisted of golf, and the evening 
program consisted of dinner at 6:30, fol- 
lowed by reports of committees and the 
annual election of officers and directors. 
The meeting was open for the discussion of 
subjects of interest to the members present. 


CHRISTIAN H. RIEVERS 


Mr. C. H. Rievers, 59, long associated 
with the Curtis Companies Incorporated, 
Clinton, Iowa, died May 11, after a brief 
illness which followed an appendectomy. 
Funeral services were held on May 14. 
Mr. Rievers was assistant secretary and as- 
sistant treasurer and controller of Curtis 
Companies Incorporated, and joined the or- 
ganization in 1914. He became a member 
of The Controllers Institute of America on 
January 28, 1935. His certificate of mem- 
bership was number 428. 

Mr. Rievers was born July 11, 1860, in 
Germany, but spent the greater part of his 
life in Clinton, Iowa. In his capacity with 
the Curtis organization he enjoyed a wide 
circle of friends and acquaintances in the 
lumber business, and his death came as a 
severe shock to friends and business asso- 
ciates. 


EMPLOYMENT 


Treasurer—Controller 

Member of bar and a certified public ac- 
countant, qualified by training and experi- 
ence in all phases of corporate accounting, 
financial and taxations work, now employed 
as treasurer—controller of large eastern 
manufacturing corporation doing a nation- 
wide business, would consider a change. 
Address No. 291 “The Controller.” 


Assistant to Controller 


An accountant presently employed seeks 
a position as chief accountant or as as- 
sistant to controller. Fourteen years in pub- 
lic and corporate accounting covers two 
years in banking, three years in general 
accounting with manufacturing wall board 
company, two years in public accounting, 
and eight years’ general accounting with a 
printing company. Present duties include 
the keeping of all books of accounts, prep- 
aration of financial statements, federal tax 
reports and credit manager. Age 37, mar- 
ried, Christian, high school graduate and 
university accountancy trained. Will ac- 
cept $3,500 a year. Address No. 339, ‘The 
Controller.” 


Controller 


C. P. A., Managing executive, ability 
proven. Twenty years in industrial and 
public accounting. Possesses clear under- 
standing managements’ problems, costs, 
budgetary control and modern methods. Can 
assure accounting department becoming a 
definite part business management at a mini- 
mum of cost. Address No. 341, “The Con- 
troller.” 


If Controllers Are Asked To Suggest a 
Sales Executive 


Especially recommended to The Control- 
lers Institute of America—a sales executive 
with a highly successful record for results 
in wide scope sales work, in management 
problems, and in situations involving co- 
ordination of divergent interests of organi- 
zations. He is experienced in developing 
distribution, sales and advertising in South 
America and northern Europe, and in the 
operation of a New York City company of 
manufacturers’ sajes representatives for sev- 
eral well-known American companies in 
world wide markets and eastern domestic 
markets. He has been connected with a 
Wall Street investment house dealing in 
bank and insurance company stocks and an 
investment advisory service. With a large 
manufacturing company, he was in charge 
of liaison and maintenance of marketing 
under competitive cross licensing agree- 
ments. Until recently he headed a group 
of leading companies in the reorganizing 
of the capital structure of a utility holding 
company. He has the ability to draw peo- 
ple together and pool their interests. Age 
44, well educated, married, personable, 
available immediately, and has useful con- 
tacts. Address No. 342, ‘The Controller.” 


Controller—Operating Official 


Member of Controllers Institute of 
America. Over 20 years’ experience spe- 
cializing during the last twelve years in 
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public utilities. Was acting controller of 
a large holding company as well as vice- 
president in charge of management and 
finance of operating subsidiaries. University 
graduate, under 40 years of age. Address 
No. 343, “The Controller.” 


Contreller, Treasurer, or Assistant 


Combined with financial and engineer- 
ing training. Fourteen years’ experience, 
Yale University, Scheffield Scientific 
School, graduate, and a certified public 
accountant (Vermont and New York)— 
now engaged in public accounting but 
wishes to change to private work. First 
employment was with a large telephone 
company in outside plant engineering 
work in Cuba and subsequently in New 
York in economic and statistical research 
(mostly in connection with Latin Ameri- 
can countries) and in financial account- 
ing. For the past ten years has been with 
a nationally known firm of public ac- 
countants as a supervising senior. Audits 
covered a wide variety of companies, 
especially industrials and utilities. His 
experience also includes costs and_ sys- 
tems, special investigations, taxes, and 
government reports. Recently spent five 
months in South America making exami- 
nation of oil company accounts. Age 34, 
single, Protestant, employed but available 
at $6,000. Apply—‘‘The Controller.” No. 
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Treasurer—Investment Specialist— 
Research 

Sixteen years in active work with a 
private banking house, and thirteen years 
as financial manager of $6,000,000 estate, 
and last four years in advisory work in 
association with publishing counsel qual- 
ify this gentleman as a specialist in finan- 
cial research, investments, and treasure- 
ship. Age 52, married, Protestant, can 
furnish impressive references. Address 
No. 345, “The Controller.” 


Report on Assets of Operating 
Utility Companies 

The Securities and Exchange Commis- 
sion recently made public an analysis 
showing that the combined assets of 188 
operating electric and gas utilities in 37 
registered public utility holding company 
systems aggregated $10,833,835,184 at 
December 31, 1939. The combined oper- 
ating revenue of these companies for the 
year 1939 totalled $1,675,980,875. 

The analysis, which was prepared by 
the Public Utilities Division, includes 
only operating utilities with securities 
outstanding with the public and with as- 
sets of $5,000,000 or more. The 188 
companies served 19,932,362 electric and 
gas customers at the close of 1939. 

These totals are substantially higher 
than a year ago. A study prepared by the 
Public ‘Utilities Division for the year 
ended December 31, 1938, showed that 
177 operating electric and gas utilities in 
33 registered public utility holding com- 
pany systems had total assets of $9,927,- 
396,496. 


Study Published of Employment 
and Pay Rolls in Nation 

A two-volume study—“Employment an 
Pay Rolls in State Unemployment Com 
pensation Systems, 1938’—is being pub 
lished by the Social Security Board. 
represents a major statistical byprod 
of the administration of the nation-wi 
unemployment compensation system 
tablished by the Social Security Act i 
1935. Characterized by Ewan Clagug) 
Director of the Bureau of Employment’ 
Security, which prepared the data, as “@ 
distinct contribution to our understand § 
ing of the labor market,” these volume 
make available, for the first time, infor 
mation on monthly employment and quae 
terly pay rolls during the year, for each! 
industry within each state. E 

The Board explained that since the um 
employment compensation program ig 
sufficiently inclusive to assure reasonably 
complete coverage in terms of indust ; 
employment, the data provide a valua 
complement to those collected by 
periodic censuses of business and manik 
factures and the monthly indexes of em 
ployment and pay rolls issued by the De 
partment of Labor’s Bureau of Labor Sta 
tistics. 

The publication includes a 26-page iff 
troduction of general explanation and@ 
series of 64 graphs and 177 statistical] 
tables showing for each major industry J 
the country, (1) the level of employment) 
by months, and (2) the level of wages 
quarters. 

The Board stated it expected that these 
employment and pay-roll data for 1938) 
and similar data to be issued for sub 
quent years, will be of interest to b 
ness and labor groups, and to public 
private research organizations, as well4 
to those immediately concerned with th 
administration of unemployment insuf 
ance. g 

The employment and wage data show 
when brought together, roughly indic 
the Board explained, the extent of un¢ 
employment and of “spread work” pra 
tices among the various industries. Fu 
thermore, the Board added, by appl 
the contribution rate under the unemploy 
ment compensation system to the wage 
data presented in the study, it is possib 
to compute the degree to which the 
ous industries contribute to the maint 
nance of the unemployment-insurance § 
tem now in effect in this country. 
Board stated that copies of the study 1 
be obtained without cost upon applicati 








TIMELY FIGURES! 


Send your inventory and other emergené 
computations to a skilled organization 
public calculators. Dependable results. 


ATLAS CALCULATING SERVICE 
25 E. Jackson Blvd. Chicago, 
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Spud! Soothes Clit 
Accounting 
Waste... 


Scene in the Accounts Receivable Department where Sundstrand 
Class A Accounting Machines provide speed, dependability and 
complete mechanical control over accuracy. 


HERE’S not much you can teach 

the Axton-FisherTobaccoCompany 
about making good cigarettes. And 
there’s mighty little, too, you can show 
them about cutting accounting costs. 
Let Treasurer C. Palmer Parker tell you 
in his own words about one of their 
latest short cuts to economy. 

“During October, 1936, we installed 
two Sundstrand Class A accounting ma- 
chines. 

“Each machine handles approxi- 
mately 3,500 customers’ accounts. 

“Prior to the installation of these ma- 
thines, all of our posting was done by 


hand. Under the present ar- 

rangement two employees 

do the work and at the close 

of business each day, the 
customers’ accounts are in agreement 
with the control account. This proce- 
dure is of material assistance to the 
Credit Department in analyzing and 
preparing statements.” 

No matter what your particular ac- 
counting problem may betheright solu- 
tion is sure to be found if you have your 
accounting staff get together with 
Underwood Elliott Fisher. Three com- 
plete lines of machines with a variety 


Underwoo 


ELLIOTT FISHER ACCOUNTING MACHINES 


Bi 


COPYRIGHT 1938, UNDERWOOD ELLIOTT FISHER COMPANY 
This is the Sundstrand Class A Accounting Machine. Features: electric 


operation, automatic balances, direct subtraction, only ten figure keys, 
line proof and air-cushioned tabulation. 


of models in each enable Underwood 
Elliott Fisher to equip you for a com- 
plete accounting job... maintain your 
books in daily balance, keep up-to-the- 
minute facts constantly on tap and in 
general, give youa better, more econom- 
ical accounting job. Every Underwood 
Elliott Fisher Machine is backed by 
nation-wide, company-owned service 
facilities. 

Telephone our nearest Branch or 
write for full particuiars today. 


Accounting:Machine Division 
UNDERWOODELLIOTT FISHERCOM PANY 
Accounting Machines, Typewriters, Adding Machines, 

Carbon Paper, Ribbons and other Supplies 
it 
One Park Avenue, NewYork,N.Y. , 
Sales and Service Everywhere 
Underwood Elliott Fisher 
Speeds the World's Business 





YES, JIM... no more X and + by hand. NOW we do it 
automatically, on the same machine that vives us our + and —. 


“,.. Throwing our money around, am I? Listen, Jim—you know me better 
than that. I did some heavy thinking before I bought us this new Reming- 
ton Rand Printing Calculator. 

“We've got a good solid little business here—a nice money-maker for both 
of us—but the figure-work here in the office has been on my mind for some 
time. You see, the easiest part of our office arithmetic—the adding and sub- 
tracting—we do on an adding machine. The really tough figure-work— 
extending and pricing orders, figuring costs and payrolls, computing taxes 
—we do with paper and pencil. Is that logical? 

“...No, we don’t have a lot of calculating work—certainly not enough to 
justify buying a separate calculating machine. But the volume is growing, 
and hand-figuring slows us down, It was all just a headache to me, until 
this Printing Calculator was invented a few months ago. It does everything 
an adding machine will do. What’s more, it multiplies electrically. It divides 
automatically. It prints every factor of every problem. Best of all, it costs 
only a few dollars more than the most complete adding machine. 

“...So0 I did exactly what you’d have done—traded in our adding machine 
on a new Printing Calculator. Our money is invested in just one machine, 
but that one does the work of two!” 


Thousands of businesses, like this 
one... small businesses, the back- 
bone of American commerce .. . 
have enthusiastically bought the 
Printing Calculator. Do you sull do 
the toughest part of your office fig- 
uring by hand? Then you owe it to 
yourself to get a full, free demon- 
stration of the machine that cuts 
costs and protects profits. Phone 
your nearest Remington Rand office 
today... or write Remington Rand 
Inc., Buffalo. New York. In Canada, 
address Remington Rand Ltd., 
Toronto. 


The Remington Rand 


Printing Calculator 











WE use it mainly for calculating... but its listing- 
adding feature is a decided convenience. 


WE ’ve put one in every branch, replacing two 
machines and releasing capital once “frozen.” 


PAM es. 
WE use it for all original work, eliminating the 
“re-run for proof” time previously needed. 
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